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Professional Notes 


New Statistics of Business 


more informative and useful. That for 1951-52, the g5th in the series (Com- 
mand Paper 8726, Her Majesty’s Stationery Office, Price 7s. net), contains, as 
well as all the usual statistical information about the various taxes, a continuation 
ofthe statistics of the financial operations of industry by trade groups, which were 
frst given in the report last year, and an extension of the classification of incomes 
which was also started then. ; 
For 28 trade groups the report splits turnover into the main component items 
and compares them in the three years of assessment, 1938-39, 1949-50 and 1950-51. 
The statistics are of companies only (public and private) and may be considered 
to relate broadly to the trading operations of the calendar years 1937, 1948 and 
1949. Take wool as an example. The figures in this trade group appear thus: 


1938-39 1949-50 1950-51 


Turnover 100°0 100°0 100°0 
“— M rials 
a) Materi ni 710 72°2 ‘ 
(6) Personnel 22°1 165 pe 
(c) Other 33 2°5 1°9 
Increase in Stocks I" 3°9 2°9 
Trading profit 55 127 1g 
Depreciation 
allowances... 13 1'o 2 
Net trading profit 4°2 “1 
Losses 


Other income .. 


, < 5 3 
Total income - 5 121 10°5 
Distributions (gross) 
(a) Dividends .. 3°7 2°6 2°3 
(6) Loan Interest 3 ‘I I 
(c) Royalties .. ‘I — -- 
Profits tax .. se | 16 I*4 
Income tax aa 5 3°5 3°0 
Balance .. iu 9 4°3 3°7 


From these figures a company in this 
industry can thus compare its results 
against the average results of all com- 
panies. It can, however, go further 
than this. The average figures for the 
28 trade groups are followed by a table 
giving, for each group, the totals of the 
turnover and of its component items 
for all companies where ratio of profit to 
turnover was within a specified range. 
Thus, a wool company with a profit 
ratio of, say, 12 per cent., can compare 
its figures for turnover, materials costs, 
personnel costs, order costs, stock in- 
crease, depreciation allowances and 
trading profits with those of all wool 
companies with profit margins between 
10 per cent. and 15 per cent. It would 
be churlish to be critical of such a use- 
ful addition to business statistics. But 
it is to be hoped that in future it may 
be possible for the trade groups to be 
divided more finely: ‘“‘ wool ” industry, 
for example, is very comprehensive and 
comprises companies with activities 
that, financially at least, are not com- 
parable. 


The classification of incomes is for 
the year of assessment 1949-50. It 
shows, for each county of England, 
Scotland and Wales, the number of 
cases and total of incomes in various 
ranges of income (£135-£149, £150- 
£199 es £3,000-£'4,999, £5,000 and 
over) in the aggregate and separately 
for Schedule E, Schedule D and 
Schedules A and B. This is a most 
valuable source for information, hither- 
to unobtainable, on the regional distri- 
bution of incomes and will have 
important business and economic appli- 


- cations. 


In addition to its many pages of 
statistics—we have concentrated upon 
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the new features but there are a great 
number ofvery informative tables among 
the old—the report gives a summary of 
the tax legislation in 1951 and a list of 
new extra-statutory concessions to be 
added to those published in previous 
reports. 


Intestate Succession 


The Committee on the Law of Intestate 
Succession (whose report was noted in 
Accountancy for September 1951, 
page 326) have been more fortunate 
than many other official committees, 
for their recommendations have now 
been given legal effect by the Intestates’ 
Estates Act, 1952. 

The first part of the Act alters the 
law of intestate succession for all persons 
dying on or after January 1, 1953, by 
amending Sections 46 to 49 of the 
Administration of Estates Act, 1925. 

- Those Sections, as amended, are con- 
veniently set out in the First Schedule 
to the Act. The main alterations are: 
(a) if an intestate leaves a spouse but 
no issue, parent, full brother or sister 
or issue of brother or sister, the spouse 
takes everything; (6) if the intestate 
leaves spouse and issue, the spouse 
takes the first £5,000 free of duty and 
costs instead of the former £1,000, but 
the rule is unchanged that the spouse 
also takes the personal chattels and a 
life interest in half the residue, the 
remainder in that half and the absolute 
interest in the other half being held on 
trust for the issue; (c) where there 
survive a parent or parents but no 
issue, the absolute interest of the spouse 
is increased to £20,000 and half the 
residue, the parent or parents taking 
the other half: if there is no parent, 
any brothers or sisters or their issue take 
the parents’ share; (d) a spouse who 
is entitled to a life interest in part of 
the residue may, subject to certain 
conditions, claim a capital sum in 
place of the life interest. 

There are also new provisions in the 
Second Schedule to the Act whereby 
a spouse residing in a dwelling-house 
in which the deceased had the freehold 
interest or a leasehold interest with 
at least two years to run, may require 
that interest to be appropriated towards 
any absolute interest that he or she 
may have in the estate. 

The second part of the Act amends 
the Inheritance (Family Provision) 
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Act, 1938, which, as amended, is set 
out in the Fourth Schedule. The 
amendments apply to all persons dying 
on or after January 1, 1953, and their 
main effects are: (a) to extend the 1938 
Act to cases of intestacy; (b) to allow 
the Court to order periodical pay- 
ments for dependants up to the annual 
income of the estate; (c) to allow the 
Court to award lump sums for mainten- 
ance where the estate does not exceed 
£5,000, the former limit being £2,000. 


Professor Bray’s Inaugural 
Lecture 


We much regret that in a Professional 
Note in our last issue (page 40), we 
incorrectly gave as February 17 the 
date of the inaugural lecture of Pro- 
fessor F. Sewell Bray, the first holder of 
the recently founded Stamp-Martin 


‘Chair of Accounting tenable at Incor- 


porated Accountants’ Hall. The lec- 
ture will in fact be given on Tuesday, 
March 17, at 5 p.m., at Incorporated 
Accountants’ Hall, Temple Place, Vic- 
toria Embankment, London, W.C.2. 
Professor Bray’s subject will be An 
Accounting Progression. An invitation is 
extended to our readers, whether mem- 
bers of the Society or not, to attend 
the lecture; no tickets are required. 
We apologise to any who, as a result 
of our announcement last month, may 
have attended at Incorporated Accoun- 
tants’ Hall on February 17 to hear the 
lecture. A correcting announcement 
was displayed in the library at Incor- 
porated Accountants’ Hall, and a 
correcting note was inserted in The 
Times of February 7. The Editors of 
The Accountant and Taxation kindly pub- 
lished a correction, at our request, in 
their issues of February 14. We are 
grateful to the Editors of these journals 
for helping to minimise any inconveni- 
ence which our slip may have caused. 


Mr. A. E. Middleton—Coronation 
Year Chairman of L.C.C. 


The chairman of the London County 
Council in Coronation year will be 
Mr. Arthur E. Middleton, F.s.A.a., J.P., 
a member of the Council of the Society 
of Incorporated Accountants. We have 


pleasure in congratulating Mr. 


Middleton, who will take office for 
the year beginning in April next. 


Mr. Middleton, who is now an alder. 
man, has been a member of the Londoy 
County Council for eleven years. He ha 
taken a prominent part in the affairs of 
the council; he has served on many 
of its committees and has represented 
it on a number of outside bodies, jp. 
cluding the London Airport Committee. 
the Railway Assessment Authority ang 
the Thames Conservancy Board. Ay 
chairman of the council he will receiv 
Her Majesty the Queen when she 
visits County Hall on July 6 this year, 

He is a member of the Hops Market. 
ing Board (representing the Ministry 
of Agriculture), and was a member of 
the Royal Commission on the Prey 
which reported in 1949. Mr. Middk. 
ton is a senior partner in the firm of 
Cole, Dickins and Hills, of London, 
which he entered after service in World 
War I. He is also a‘director of several 
companies. He became an Incorporated 
Accountant in 1917, having taken 
Honours in the Final Examination, and 
was elected to the Council of the 
Society in 1946. 


Progressive Taxation and Over. 
time in Czechoslovakia 


A recent overhaul of the tax system 
in Communist Czechoslovakia brought 
two particularly significant change. 
Taxation of wages and salaries had 
previously been steeply progressive, 
rising to 25 per cent. at a monthly 
income of kroner 12,000 and to 80 per 
cent. at one of kroner 50,000. Now theta 
does not rise beyond 20 per cent., this 
rate being reached at a monthly income 
of kroner 12,000. Under the old 
system, however, overtime pay wa 
exempt, and it is now taxed. Ther 
had been widespread tax evasion, pay 
for ordinary work being described 4 
overtime; the Government expect 
that, by bringing this to an end, tt 
will recover part of the revenue lost by 
the lower rates of tax and by th 
substitution, above a fairly modes 
income, of proportionality for pri 
gressiveness. 

To put all this in a proper perspectitt 
it must be remembered that incom 
taxation is less important in Czecho- 
slovakia than the “ general”’ tax, no 
renamed “ turnover” tax, which ws 
previously collected from retailers bu! 
is now to be collected from product 
and wholesalers. 
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Bonus Shares 


As the Court of Appeal has now over- 
ruled the decision of Mr. Justice 


Danckwerts in the Tadcaster Brewery 
case and in the Bristol Aeroplane case 
in our issue of January last, page 1) 
we discussed the effects of these 
decisions), it seems that in future most 
companies will after all be able to issue 
bonus shares without having the 
scheme approved by a separate meet- 
ing of shareholders of any particular 
dass. The right of any company to do 
this, however, will still depend on the 
exact wording of its articles. Reports 
of the two cases are given in our Legal 
Notes on page 101 of this issue. 


Mr. J. D. Nightingirl 


We announce with regret that Mr. J. D. 
Nightingirl, A.s.A.A., has resigned from 
his post as Assistant Secretary of the 
Society of Incorporated Accountants. 
He leaves the service of the Society 
at the end of March to join Temple, 
Gothard & Co., Incorporated Accoun- 
tants, of London. Mr. Nightingirl has 
done excellent work during his four 
years with the Society, particularly 
in connection with its finances and 
accounts and in reorganising the finan- 
cial and records section of AccounT- 
ancy. In expressing our regret that 
both the Society and this journal will 
no longer have the benefit of Mr. 
Nightingirl’s administrative ability and 
accounting acumen, we wish him every 
success in his new work. 


Incorporated Accountants’ 
Research Committee Report 


The report of the Incorporated 
Accountants’ Research Committee for 
1952 suitably opens with a tribute to 
Mr. Bertram Nelson, who last June 
retired from the office of chairman, 
which he had held for ten years. The 
committee attributes its progress during 
this period to Mr. Nelson’s constancy 
of purpose and ideas. Fortunately he 
temains a member of the committee, 
of which he was one of the founders. 

The Research Committee welcomes 
the foundation, by the Society of 
Incorporated Accountants, of a Re- 
search Chair of Accounting, designated 
the Stamp-Martin Chair (see 
Accounrancy, December, 1952, page 


387) and the appointment, as the first 
Professor, of Mr. F. Sewell Bray. 
Professor Bray has been for many years 
a member of the committee and has 
succeeded Mr. Nelson as chairman. 

Publications during the year included 
two booklets in the Practice Notes 
series, on The Valuation of Goodwill and 
The Appointment and Remuneration of 
Auditors under the Companies Act, 1948. 
These were reviewed in ACCOUNTANCY 
for September, 1952, page 299, and 
November, page 378. 

Accounting Research, published 
quarterly by the Cambridge Univer- 
sity Press, has maintained its status as 
a journal devoted to theoretical and 
practical developments in accounting. 

Publication is expected in 1953 of 
the first issue of the International 
Register of Research in Accounting 
and Cognate subjects. 

The joint committee appointed by 
the Society of Incorporated Accoun- 
tants and the Royal Statistical Society 
has examined a number of statistical 
methods which accountants might find 
useful. A comprehensive study is to be 
undertaken with a view to publication 
in due course. 

Work is in progress on the following 
subjects, and the profession will look 
for useful guidance on each of them 
when the results are available: 
measurement of productive efficiency 
—accounting contribution (an investig- 
ation into the brick industry); accoun- 
ting ratios; fraud in accounts; costing 
for the boot and shoe industry; small 
business accounts ; periodical statements 
and returns; the effect on annual 
accounts and the auditor’s report of 
events subsequent to the date of the 
balance sheet; internal auditing; the 
provision and maintenance of working 
capital in periods of fluctuating values ; 
methods, trends, and auditing pro- 
cedure in regard to stock valuation; 
costing in an accountant’s office; and 
local government accounts. On the 
last subject, the conclusions reached in 
co-operation with the bodies on The 
Effects of the Local Government Act, 1948 
and Other Recent Legislation on the Finances 
of Local Authorities appears in the first 
number of the current volume of 
Accounting Research, and also as an inset 
to the issue of Local Government Finance’ 
for March, 1953. Four interim reports 
have already appeared in these journals. 


Leasehold Reform 

The Government has decided to adopt 
most but not all of the recommenda- 
tions of the majority report issued by 
the Leasehold Committee in 1950 and 
has set out its proposals for leasehold 
reform in a White Paper (Cmd. 8713, 
price gd. net.) The proposal of most 
interest to accountants is that which 
will give greater security of tenure as a 
permanent measure to all business 
tenants, including tenants of premises 
used for professional purposes. No 
control is to be imposed on the rents 
charged on first lettings of business 
premises, and at the end of the letting 
the landlord will be entitled to resume 
possession if he requires the premises 
for his own business or for re-develop- 
ment. Otherwise, unless the tenant is 
unsuitable or has declined a reasonable 
offer of alternative accommodation or 
a renewal of his tenancy, he will be 
entitled to a new lease at a fair market 
rent, the rent to be fixed by the 
County Court in default of agreement. 
If the tenant has no right to a new lease 
simply because the landlord requires 
the premises, he will be entitled to 
compensation fixed at a sum equal to 
the rateable value of the premises if he 
has been in occupation for not more 
than 14 years and at twice that amount 
if he has been in occupation longer. 
Subject to certain safeguards for the 
tenant, landlords will be able to con- 
tract out of their obligation to pay 
compensation, but not out of their 
obligation to give security of tenure. 

The Government has rejected any 
form of leasehold enfranchisement, that 
is, the right of a leaseholder to acquire 
compulsorily the freehold interest in his 
property, irrespective of the landlord’s 
wishes, on terms governed by statute. 
Long leaseholders will be entitled to 
the protection of the Rent Restrictions 
Acts if they are in occupation of their 
dwelling-houses at the end of the lease, 
provided that the rateable value of 
their house is within the scope of the 
Acts and the landlord does not reason- 
ably require to re-develop the property: 
the terms on which the tenant is to 
hold over will be fixed by the County 
Court in default of agreement. Sub- 
tenants of long leaseholders are also 
given protection on the expiry of the 
head lease, but no general reform of 
the Rent Restrictions Acts is mentioned. 

The Government also accepts in 
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principle that a code of standard coven- 
ants between landlord and_ tenant 
should apply unless there is an express 
agreement to the contrary, and that 
absolute prohibitions against assign- 
ment, making improvements or chang- 
ing user should be construed as coven- 
ants not to act without the landlord’s 
consent, such consent not to be un- 
reasonably withheld. 


As the necessary legislation is un- 
likely to be passed in the current 
session, the Leasehold Property (Tem- 
porary Provisions) Act, 1951 is to be 
extended until Christmas, 1954. 


Business Efficiency Exhibition— 
Incorporated Accountants’ Day 


We are pleased to announce that a 
day has been set aside as a special day 
for Incorporated Accountants at this 
year’s Business Efficiency Exhibition at 
Olympia. On June 18, members of the 
Society of Incorporated Accountants 
can visit the exhibition by ticket, and 
it will not be open to the general public 
on that day. Members are invited to 
apply at Incorporated Accountants’ 
Hall for tickets. We understand that 
there is no limitation upon the number 
of members of the Society who may 
attend. 
The Exhibition, which opens at 
. Olympia on June 16, within a fort- 
night of the Coronation, promises to 
overshadow its world’s biggest-ever 
predecessor at Olympia in 1951. More 
than eighty firms will participate and 
a series of special features, now being 
prepared, will reveal the extending 
field of operations of the business 
appliance and machinery industry— 
one of the most youthful, but also most 
rapidly growing, in the country. 
Some of the sections of the exhibi- 
tion will be: 
Machine and hand-posting equipment; 
Cheque-protection and signing devices; 
Coin counting and sorting, change-giving 
and paying out machines; 
Cash-checking systems ; 
Time recorders; 
Loose-leaf devices, filing and card 
systems ; 
Office furniture; 
Ticket and showcard machines; 
Electronic and other stencil cutting 
machines ; 
Typewriting equipment—electric, port- 
able and other types; 
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Addressing machines—operated by hand, 

foot and electricity ; 

Dictating machines; 

Manifold registers and continuous station- 

ery devices; 

Envelope sealing, opening, and stationery 

folding equipment ; 

Perforating and punching machines; 

Postal and insurance card franking equip- 

ment; 

Fastening and stapling devices. 

Many firms are keeping their secrets 
until opening day, but among equip- 
ment which it is known will be shown 
will be a super-sensitive internal tele- 
phone, an electronic machine for 
making duplicator stencils of photo- 
graphs, and equipment for drastically 
reducing carbon paper consumption 
with punch card tabulators. 


New Business Names 


New registrations last year under the 
Business Names Act numbered 28,304, 
bringing the total number on the regis- 
ter on December 31, 1952, to 632,240. 
The Board of Trade instituted nine 
prosecutions for non-compliance with 
the Act, and convictions were obtained 
in all cases. 


Nine Thousand Five Hundred 
Incorporated Accountants from 
Abercynon to Zurich 


The List of Members—1953, just pub- 
lished by the Society of Incorporated 
Accountants, gives particulars of 9,504 
Fellows and Associates, in an alpha- 
betical list and a topographical. This 
handsome book of 763 pages, bound 
in the traditional blue cloth with gilt 
lettering, reminds one how widespread 

is the Society’s membership. Aber- 
ain, Aberdare, Aberdeen . . 
Ystrad Mynach, Zomba, Zuider Paarl, 
Zurich, with a wealth of fascinating 
names in between—Amanzimtoti, 
Barakat, Cerrigydruidion, Dishergarh, 
Ebute Metta. ... The committee mem- 
bers and other details of eight branches 
and twenty-four district societies are 
also shown. 


Technical and Financial 
Informaton about 
‘*The Other Man’s’’ Business 


Every manager knows how useful it is 
to have a yardstick with which to com- 
pare the performance of his business 
against that of ‘‘ the other man’s” —and 


how rarely such a yardstick is vouch. 
safed him. Information in fairly wide 
comparable groups is only now be. 
coming available for financial com. 
parisons (see our first Professional Note) 
and for technical comparisons it is even 
less accessible, despite the activities of 
some trade associations. ‘The Britis) 
Institute of Management, with the co. 
operation of the Mutual Security 
Agency, has, however, been provid. 
ing a yardstick for each of a number 
of industries, giving details of the 
technical performance of specific 
American plants. These details in. 
clude: man-hours per unit of product 
in each stage of manufacture; the 
sequence of operations; material and 
product work flow; production prac. 
tices; material handling; shop lay. 
out; inspection and production con- 
trol; and standardisation. Numerous 
photographs of machines and plant lay- 
out, organisation charts, flow charts 
and samples of production control 
forms are given. The reports now 
ready cover the following industries: 
grey iron foundries; men’s shirts; 
men’s work shirts; fluorescent light- 
ing fixtures; men’s work clothing 
(other than shirts); power laundries; 
bus bodies; pulp and paper milks; 
radio and television; and dome reflec- 
tors. All reports are obtainable from 
the British Institute of Management, 
Management House, 8, Hill Street, 
London, W.1, at £1 net each (except 
bus bodies, 30s., and dome reflectors, 
5s. net.). 


The Institute is now extending this 
service. It is supplementing the tech- 
nical and physical information con- 
tained in the reports with data about 
the financial experiences of some 
American companies in a number of 
industries. The first in this series of 
financial surveys, entitled Capital 
Requirements and Operating Ratios in the 
Men’s Shirt Industry, is now available. 
It is the result of studies made by the 
University of Pennsylvania on behalf 
of the M.S.A., and can be obtained from 
the British Institute of Management, 
at 5s. net. The Institute has compiled 
a Guide to the Reader, which is issued free 
with each report to facilitate its use. 
We hope to comment at greater length 
upon this report in our next issue. 


Other industries will be covered in the 
financial series in the near future. 
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ACCOUNTANCY 


FORMERLY THE INCORPORATED ACCOUNTANTS’ JOURNAL 


ESTABLISHED 1889 


— 


The Annual Subscription to Accountancy is £1 15., which includes postage to 

all parts of the world. The price of a single copy is 2s., postage extra. All 

communications to be addressed to the Editor, Incorporated Accountants’ Hall, 
Temple Place, Victoria Embankment, London, W.C.2. 


Working Capital 


Two MEN, AN ECONOMIST AND AN 
accountant, were discussing the dismal 
subject of business failures. ‘“ They 
result,”’ said the economist, “‘ from sell- 
ing at a loss.” ‘* Not at all,” replied 
the accountant, “‘ they are due to lack 
of working capital.”” As in most argu- 
ments, both disputants were right, but 
only because they were not talking of 
the same things. Producing too dear 
and selling too cheap will result in 
business failure, if persisted in. But 
most business failures are, in fact, caused 
through an insufficiency of working 
capital. 

The accountant was taking the more 
practical view, but his thesis raises the 
question: what is to be done in shaping 
the business to the working capital 
available and in reducing its require- 
ment for working capital to the mini- 
mum? Some answers, of a singularly 
helpful kind, were given in a paper read 
at a conference for small firms, held 
lat month by the British Institute of 
Management. The paper was given by 
Mr. W. R. L. Warnock, a director of 
_—— Industrial Development Co., 
td. 

Every manufacturer, said Mr. 
Warnock, works to a calculation of the 
working capital he requires, though 
some do so more formally than others. 
The one characteristic common to all 
plans, he continued, is that: 


they never work out in practice, and the 
attempt to allow in advance for too many 
posible variations, inter-related with each 


other all along the line, rapidly induces a state . 


of mind closely akin to that of a cat chasing 
is tail. At this stage, when the solution is to 
tevert to the original simple calculation with 
the proviso that it be amended as each varia- 
ton from plan becomes apparent, the more 
‘ommon decision is that the whole thing is too 
difficult and that it is high time to get on with 
the job instead of wasting time on figures. 
Spelling out this approach—the 
approach by way of budgetary control 


~Mr. Warnock said that an initial idea 


whether or not a particular production 
programme could be carried, working 
capital-wise, might be gained by taking 
the required capital as a simple pro- 
portion of the expected additional 
turnover. This proportion could be 
based on past experience, since nor- 
mally the three figures upon which the 
amount of working capital depends— 
wages, debtors and creditors—are con- 
stants in relation to sales. If the pro- 
duction programme came through this 
first rough test, the more detailed 
technique of budgetary control should 
be applied to it. The underlying 
principles of this he stated succinctly in 
four sentences, thus: 


1. Make a plan which, if translated exactly 
and precisely into performance, will produce a 
satisfactory result; 

2. Become aware of every variation from 
that plan at the earliest possible moment; 

3. Act primarily to mitigate the effects of 
unfavourable variations (and, secondarily, 
to take advantage of favourable ones) ; 

4. Revise the plan to accord with the new 
circumstances brought about by the variations. 
The paper then elaborated upon 

these principles, except the third, 
which is for managerial rather than 
financial policy, showing how the 
calculations in the plan or budget 
should be made, how cognisance should 
be taken at the earliest possible moment 
of variations from it, and how and when 
it should be revised to take account of 
those variations. A passage from this 


section of the paper may be quoted, as 


-an example of one of the simple, yet 


very useful and practical, guiding lines 
indicated by Mr. Warnock. Speaking 
of his second principle, he said: 


The object is to become aware of variations 
from expectation at the earliest ible moment, 
so that they may be corrected or allowed for. 
Next month’s figure of suppliers’ payments 
can be estimated pretty accurately from this 
month’s stores records; works managers wi 
have little difficulty in putting a figure to the 
wages a few weeks ahead; and some over- 
head items can be accurately fixed many months 


in advance of becoming cash outgoings. Such 
or more ambitious attempts to rub the crystal 
ball take up someone’s time and energy and 
the extent to which they are worth while must 
depend on the circumstances of the individual 
business. ; 

In most manufacturing businesses, 
continued Mr. Warnock, the working 
capital required is equal to the value 
of between two and six months’ sales. 
When prices are rising, therefore, the 
need for liquid resources increases even 
if the business is not growing in real 
terms. Profits after tax do not rise in 
proportion to money values, but even 
if they were to do so, they would 
usually be no more than a small frac- 
tion of turnover, while the required 
liquid resources are one-sixth to one- 
half of turnover. Thus economising in 
working capital is a dire necessity. 

How can economies be made? 
Creditors offer little scope; a supplier 
cannot be paid much less promptly 
than in the past: 


The prompt, reliable payer benefits from more 
than the discounts he receives; and the slow 
payer, even if reliable, is made in one form or 
another to pay for the uncovenanted credit 
which he filches. 

Trade debtors’ accounts offer more 
opportunity : 

Customers generally pay up within the 
stipulated period of credit provided, and pro- 
vided only, that their supplier renders his 
invoices and statements promptly and thereafter 
makes it quite clear that he expects to be paid in 
his time rather than in theirs... . The moral 
is obvious—invoices out at the earliest justifiable 
moment, statements within a day or two of the 
month’s end, and on if necessary through the 
usual routine of polite stickers, less polite letters 
and, most effective of all, telephone calls. The 
release of otherwise unproductive money which 
can be achieved by this mundane process is 
often surprisingly large; and it may, by way 
of bonus, result in the avoidence of bad debts. 

But the biggest economy can be made 
in stocks. Some errors of judgment 
(for example, in cost estimates) may 
well lead to trading losses. But errors 
in “the commonly less well-charted 
field of sales” or in the mere timing 
of sales can quickly lead to insolvency 
by the clogging of the production pipe- 
line with stocks and work-in-progress. 

Mr. Warnock then pointed to three 
particular ways in which stock econo- 
mies could be made. Senior managers 
should have closer control over orders 
placed. Speed through the factory 
should be a pre-requisite—and this 
depends upon the arrival of the scarcest 
materials or components. Unimpor- 
tant differences in the design of pro- 
ducts, leading to multiplication of 
small items of work, should be avoided. 


77 


ip ee 
Y Wide 
“_ ee PS 
| com. 
a a 

is even 
‘ities of 

British 
he co. 
eCurity 
NL Le 
Lumber . 
el PC 
specific 
ils in- 
product 
>; the 
ial and 
1 prac. 
Pp lay- 
n con- 
merous 
int lay- 

charts | 
control 
S now 
ustries: | 
shirts; 
- light- , 
lothing | 
ndries; 

mills; 

reflec- 
le from 
ement, 

Street, | 
‘except 
lectors, 
ng this . 
> tech- 
1 con- | 
about 

some | 
iber of 
ries of | 
Zapital 
in the 
rilable. ; 
by the a 

behal 
d from 
ement, | 
mpiled 
ed free 
ts use. 

length 
ue. 
1 in the 
re. | 
. a 


Leaves from the Notebook of a Professional Accountant 


Co-operation between Lawyers and Accountants 


By ERNEST EVAN SPICER, F.c.a. 


“United we stand, divided we fall.”— sop. 


WHEN MR. SMITH REMARKS THAT MR. JONES IS A “ SNOB” 
we may be pretty sure that his soul is tinged with envy, 
jealousy, hatred, malice and all uncharitableness. 

The man who can prove beyond a doubt that one of his 
ancestors came over to this country with William the 
Conqueror, or was a bastard son of Charles II, is justifiably 
proud of the fact and not unnaturally takes considerable 
credit to himself for having chosen his forefathers so 
carefully. Conversely, the man whose pedigree is undistin- 
guished, who rises to the rank of a Cabinet Minister as a 
result of his own exertions, having started life as an engine 
cleaner, is-almost certain to boast of his obscure origin, 
rather than of his own achievements. 

The lawyer, quite properly, enjoys a sense of superiority 
over his fellow mortals, not because of any success which 
may have crowned his own efforts, but because he is a 
member of a highly honourable and ancient profession, 
dating back to the very dawn of civilisation. The account- 
ant, on the other hand, glories in the fact that his profession 
has risen from comparative obscurity to unquestioned pre- 
eminence within the span of a single lifetime. 

It would seem, therefore, that “ snobbishness” is an 
amiable weakness, inherent in the human race, and that 
those who lack all trace of it are probably confined to that 
undistinguished section of the community which has nothing 
whatever to boast about. 

Everybody admits that the lawyer has a great deal to 
boast about, and in the matter of snobbishness it would 
indeed be churlish on the part of the upstart accountant, 
were he to attempt to deny to the man of law his unques- 
tioned right to brevet rank. The very antiquity of his calling, 
and the unwritten law, which gives priority of place to the 
past rather than to the present, to the old rather than to the 
new, cry aloud for this recognition. 

Of course his proper place at the banquet is at the top 
table, but snobbishness must not be carried to the length 
of ordering the accountant to dine in the butler’s pantry. 

Everybody recognises that the Navy is the Senior Service, 
and naval men never entirely forget this fact ; but without 
loyal co-operation between all three Services, the security 
which could be afforded by any one, operating independ- 
ently, would, nowadays, be comparatively negligible. 

Similar remarks apply with equal force to the accoun- 
tancy and legal professions. 

In these days of complicated controls, foreign exchange 
regulations, complex taxation, price regulation and other 
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restrictions on free enterprise, the services of both profes. 
sions are indispensable to the successful business man, 
It is absolutely essential, however, that the lawyer and 
accountant should work together in the closest harmony, 
By so doing, they will not only benefit one another greatly, 
but also they will render their services doubly valuable 
to their respective clients. If they act independently, 
misunderstandings are inevitable, sooner or later, and the 
results may well prove serious. 

The following example, taken from Mr. Greatheart’s 
Notebook, serves to illustrate this obvious danger. 


ILLUSTRATION 


After completing fifty years together in partnership, 
Mr. John Abbot and Mr. James Roy, the sole proprietors 
of the well-known firm of printers, Abbot, Roy & Co, 
decided that the time had come when they should retire 
from active business and make way for younger men. 
Unfortunately, neither of them had sons, nor relatives, 
competent to relieve them of their responsibilities, and 
therefore they were forced to look around to find some 
individual, or group of individuals, to whom they could 
sell their business and upon whom they could rely to uphold 
the good name and reputation of the firm. 

Naturally, they turned to their auditor, Mr. Greatheart, 
who, in due course, introduced them to a Mr. Paul 
Mannering. 

This gentleman, who was 42 years of age, had had 
twenty years’ experience in the printing trade, and having 
recently inherited a substantial sum of money from an uncle, 
was eager to invest a considerable proportion of it in a sound 
and well-established printing business, provided the terms 
were reasonable and he could acquire a controlling interest. 
Apart from his own money, he was “ backed ”’ financially 
by a small group of friends, and thus he had at his command 
ample funds to enable him to approach Messrs. Abbot, 
Roy & Co. with a reasonable chance of reaching agreement 
regarding the purchase price to be paid for the business. 

The main difficulty of placing a value on the goodwill 
having been overcome, it was arranged that a private 
limited company should be formed, bearing the name of 
Abbot & Roy, Ltd. to acquire the business of Abbot, Roy 
& Co., lock, stock and barrel. 

At this stage Mr. Abbot and Mr. Roy very properly 
consulted their solicitors, Messrs. Waverley & Woodstock, 
regarding the contract for sale which (as Mr. Mannering 
had informed them) would have to be executed. They 
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did net, however, consult Mr. Greatheart, nor did they 
invite him to attend the conference with the solicitors, 
arguing that, as this was a purely legal matter, Mr. 
Woodstock might resent the interference of an accountant. 

Neither of them fully appreciated the significance of the 
contract for sale, and although they accepted, unhesitat- 
ingly, Mr. Woodstock’s assurance that it was essential to 
give to the new company—which was a “ person ” in the 
eves of the law, capable of suing and being sued—a legal 
title to the property, they nevertheless regarded the matter 
as a somewhat troublesome legal formality. They found it 
difficult to differentiate between “‘ Abbot, Roy & Co.” and 
“Abbot & Roy, Ltd.” and quite impossible to visualise 
a state of affairs—now that they had agreed to sell their 
business—which could in any circumstances cause mis- 
understandings or complications. 

Thus it came about that the question of the stamp duty 
on the document dwarfed all other considerations, and they 
devoted all their attention to the problem of avoiding—as 
far as it was legally possible—the burden of this duty. 

It was therefore with the utmost attention that they 
listened to Mr. Woodstock as he explained that, whereas 
no stamp duty was payable on assets which passed by 
delivery, it was nevertheless payable on all other assets, 
such as goodwill, leaseholds, book debts, etc. 

Now Mr. Mannering was very anxious to keep the value 
of the goodwill appearing in the books of the new company 
as low as was reasonably possible, and with this object in 
view, he had suggested that the value to be placed on the 
plant and machinery in the contract for sale—it having 
a scarcity value—should be increased to the original price 
at which it had been purchased by Abbot, Roy & Co. and 
that the value to be placed on the goodwill should be 
reduced correspondingly. 

As this suggestion reduced the amount of stamp duty 
payable on the transfer of the goodwill, Mr. Abbot and 
Mr. Roy unhesitatingly agreed to the proposal, and in this 
manner saved several hundred pounds. 

When, however, Mr. Greatheart eventually discovered 
what they had done, he was obliged to inform them that 
by concentrating on the question of the stamp duty payable, 
to the exclusion of everything else, they had rendered them- 
selves liable to “balancing charges” for income tax, 
amounting to several thousand pounds. 

Had Mr. Abbot and Mr. Roy realised that their solicitors 
might have advised them very differently if they had been 
given the opportunity of discussing the matter, in all its 
bearings, with Mr. Greatheart, it is probable they might 
have been less concerned about wounding Mr. Woodstock’s 
professional pride by bringing their accountant to the 
conference. 


Co-operation between lawyer and accountant is quite 


meaningless without mutual confidence, and if the best . 


results are to be obtained, each must strive to learn from 
the other’s experience. Each is likely to approach a diffi- 
cult problem from an entirely different angle, and it often 
happens that a solution is found as a direct result of this 


difference of approach. Hence the supreme value of 
co-operation. 

Apart, however, from friendly discussions, there must 
exist an absolutely clear-cut understanding as to the line 
which separates the work of the lawyer from that of the 
accountant. 

In no circumstances must the accountant trespass on 
the legitimate preserves of the lawyer, nor must he use his 
limited knowledge of certain branches of the law to the 
detriment of the lawyer. On the contrary, he must use that 
knowledge to avoid misunderstandings. This he can do in 
many ways and to the advantage of all parties. 

In a similar manner the lawyer should not trespass 
on the legitimate preserves of the accountant. He should 
bear in mind that, whereas he is protected by Statute from 
“unqualified ” competition, the practising accountant 
enjoys but little protection, and therefore on this ground 
alone he should avoid undertaking work, such as the writing 
up of books and the preparation of accounts, which clearly 
falls within the province of the accountant. 

Let us indicate very briefly a few of the ways in which 
lawyers and accountants can work together to their mutual 
advantage, without in any way endangering harmonious 
relations or treading on one another’s chilblains. 


(1) The Making of a Will 


When a business man makes a will, he is, theoretically, 
disposing of the whole of the property of which he may 
die possessed. 

This is surely a matter of some little importance, deserving 
careful thought and attention. And yet, many a man imag- 
ines that half-an-hour’s talk with his solicitor is amply 
sufficient to ensure a wise and just division of his worldly 
goods, as and when the inevitable comes to pass. 

Further, having made this meritorious sacrifice of time 
at the altar of posterity, he is apt to think—the tedious duty 
having been accomplished—that he can sit back and forget 
all about it. In consequence, he either leaves the executed 
will with his solicitor, who files it away with other dusty 
documents and also forgets about it, or locks it away in a 
safe depository. He completely overlooks the fact that his 
will may become obsolete far more rapidly than the 
machinery in his factory, and only when he finds him- 
self safely tucked away in the cemetery is he likely to 
wake up and realise how thoughtless he has been to those 
of his dependents whom, in life, he wished most of all to 
benefit. 

What should he have done ? 

Unquestionably he should have consulted his profes- 
sional accountant as well as his solicitor. 

The solicitor may know little or nothing regarding 
the financial position of his client, whereas the accountant— 
assuming the client to be a man of intelligence—should 
know everything. Moreover, the client may be quite 
incapable of visualising the practical effect of his compli- 
cated and undigested testamentary cogitations, and his 
efforts to explain: them to his solicitor may be far from lucid. 

In these circumstances, how can the unfortunate solicitor, 
lacking essential data, and unaided by the professional 
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accountant, hope to render the best service to his business 
client ? 
It should be recognised by all that preliminary spadework 
is essential before a will of any solid value can be drafted. 
In the same way that an important contract is not 
usually concluded until all the details have been carefully 


studied and the financial implications fully mastered, so a. 


will should not be executed until after all the proposals 
have been reduced to figures, so as to give the client a 
picture which he can readily understand, showing him 
exactly how the estate will be “ carved up ”’ at his death, 
assuming the present value of his fortune remains intact 
and the rate of estate duty applicable to that fortune 
remains constant. 

In practice it usually happens that the client thinks again 
after examining the figures which the accountant has pre- 
pared for him, and more often than not three and sometimes 
four schedules have to be furnished, representing modi- 
fications of the original proposals, before the client expresses 
complete satisfaction. 

It is at this point that the services of the solicitor should 
ibe sought and the client will do well if he allows the 
accountant to conduct the preliminary interviews. 

In this manner the solicitor will get a perfectly clear 
understanding of his client’s wishes, reduced not only to 
writing but also to figures. He will, of course, examine the 
schedule which the accountant has prepared, to satisfy 
himself that it correctly interprets the law, and he will make 
notes of any questions and suggestions which he desires 
to put to the client, possibly before even drafting the will. 

Assuming the accountant has done his work properly 
the solicitor will know exactly how to draft the will, so 
as to interpret his client’s wishes ‘correctly, and he will 
have the satisfaction of knowing that his client fully 
appreciates the inner meaning of the will which he is 
about to execute. 

Do solicitors and accountants always co-operate in the 
preparation of wills in this sensible and helpful manner ? 
We fear not, nor can we honestly throw the entire blame 
on the business man. 

Up to the present solicitors, as a whole, show but little 
inclination to press upon their more important clients the 
advantage of “ roping in” the professional accountant. 
They cling to the old-fashioned idea that law and account- 
ancy can continue in a state of strict celibacy. This is clearly 
asking too much of human nature and some form of connu- 
bial bliss—even though it may in some degree conflict with 
the views of the Rev. Stephen Collins—must be found. 

The lawyer of tomorrow will not only welcome the 
co-operation of the accountant, but, in suitable cases, he will 
even refuse to settle a will unless the client agrees to this 
wise procedure. And what will be the result ? For every 
one will which at present the average business man makes, 
he will make at least seven in the future. 

Thus will the solicitor and the accountant benefit by 
co-operation and the client will know that his will is 
always up-to-date and that he can die at any moment 
he chooses without the least sense of shame. 

The following example indicates the danger resulting 
from failure to keep a will up-to-date. 
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ILLUSTRATION 


From the standpoint of the Rev. Stephen Collins 
Lady Augusta Tromblower was a _ very importani 
parishioner. 

In the first place, she had been nurtured in the ‘old of 
Nonconformity, and although her late husband had been 
a stalwart supporter of the Established Church and had 
doubtless warned her of the grave danger of unorthodox 
thinking, it was quite obviously Mr. Collins’ bounden 
duty—as her ghostly comforter—to wean her from the least 
suspicion of heresy. 

Secondly, she was a widow endowed with great wealth, 
and it was abundantly clear that she needed spiritual 
guidance to enable her fully to appreciate her responsibili- 
ties in the matter of income during lifetime, and above all, 
wisdom from on high regarding the disposal of her property 
at death. 

She had been informed by Mr. Greatheart, who had 
acted for many years as financial adviser to her late husband, 
that her fortune at the time when she first assumed widow’s 
weeds in the year 1942 approximated £350,000, upon which 
estate duty at 39 per cent., amounting to £136,500, would 
be payable, under the then existing state of the law, 
assuming she died prematurely. This would leave a net 
available estate of about £213,500, subject to legacy duty, 
costs, possible losses on realisation and other outgoings. 

He had pressed her to consult her solicitor with the object 
of making a will, and he had begged her to allow him to 
review her financial position from time to time, so that he 
might advise her generally and in particular whether any 
modification was called for in the matter of the will, having 
regard to current legislation. 

On receiving this advice, Lady Tromblower, with the 
eagerness of a convert to episcopacy, sought the guidance 
and instruction of the Rev. Stephen Collins, who—while 
agreeing that it was her duty to make a will—urged her to 
avoid all future contact with Mr. Greatheart, on the ground 
that (in the presence and within the hearing of his curate, 
the Rev. Cuthbert Crawler) he had been guilty of expressing 
certain very cruel opinions regarding the taxability of 
ecclesiastical perquisites. 

He suggested that—in the quiet of the vicarage, secure 
from all unworthy and worldly influences—they should, 
together, seek inspiration as to the disposal of the residue 
of the estate, after making wise provision for her only 
daughter, Mrs. Selina Lightfoot. 

He informed Lady Tromblower that his nephew, Mr. 
Wolf Collins, a very promising young solicitor, would 
willingly settle the will for her and he recommended that 
after it had been duly executed it should be deposited for 
safe custody with the Westminster Bank and forgotten until 
the day arrived when she was summoned to her eternal 
rest. 

Thus it came to pass that a will was executed, appointing 
the Rev. Stephen Collins sole executor and trustee and 


_ bequeathing to him the entire estate, subject only to 4 


legacy of £115,000 to Mrs. Selina Lightfoot. It may be 
mentioned that Mr. Collins did not fail to draw the widow’ 
attention to the danger of leaving Mrs. Lightfoot a legacy of 
such magnitude, and with great earnestness recommended 
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moderation. As, however, the proposal apparently did 
not please Lady Tromblower, prudence prevented him 
from pressing the point. 

Lay Tromblower died of measles on July 2, 1949, and 
four cays later the Rev. Stephen Collins delivered a power- 
ful and highly laudatory oration at her obsequies. 

It was not until a full week had passed that he felt he 
could, with propriety, call upon Mr. Wolf Collins and 
arrange with him to collect particulars of the property 
of which Lady Tromblower had died possessed, so that 
arrangements could be made with the Westminster Bank 
for an advance to enable the estate duty to be paid. 

Mr. Collins was delighted when he learned that the 
value of the estate would not fall short of £350,000, but 
could not believe his ears when later he was informed that 
the rate of estate duty payable would be 65 per cent., 
absorbing a sum possibly exceeding £227,500. He distinctly 
remembered that Mr. Greatheart had informed Lady 
Tromblower in writing that the rate of duty applicable 


to her estate would be 39 per cent. and the duty payable 


would be approximately £136,500, and therefore either 
Mr. Wolf Collins did not know what he was talking about, 
or Mr. Greatheart had been grossly negligent and had thus 
rendered himself personally liable for any loss which he, 
the Rev. Stephen Collins, might sustain. 

When it was explained to him that Mr. Greatheart’s 
letter was dated 1942 and that he could not possibly antici- 
pate what the rate of estate duty would be in the year 1949, 
Mr. Collins instructed his nephew to write forthwith to 
Mrs. Selina Lightfoot, informing her that, owing to the 
lamentable increase in the rate of estate duty since the 
will was executed, her legacy of £115,000 would have to be 
reduced by a sum approximating £91,000, to {24,000 

When Mr. Wolf Collins pointed out that Mrs. Lightfoot’s 
egacy had to be paid in full before the residue could be 
ascertained, Mr. Collins was completely unnerved and shed 
ears almost sufficient to fill the baptismal font. 


Eventually, after the estate had been finally administered, 
the result in round figures was found to be approximately 
as follows : 


Net value of pro 


perty passing £351,700 
less : Estate duty and interest paid 


228,730 


£122,970 
ddd : Interest on investments onus eee wom 
ofdeath .. 1,324 


124,294 
less : Bank interest, eet « costs and feet admini- 
stration expenses .. 1,492 


122,802 
7;798 


115,004 
115,000 


less : Net loss on realisation of investments 


less : Legacy Mrs. Lightfoot 
Residue available to the Rev. Stephen Collins i £4 


Note : Lageey Guay was abolished under the provisions of the Finance 
ct, 1949. 


2) The Preparation of the Estate Duty Affidavit 
From the drawing up of a will to the preparation of 
the estate duty account is a very natural and easy step. 


A will cannot be proved until at least a reasonable 
proportion of the estate duty has been paid, and thus 
close co-operation between lawyer and accountant should 
exist from the date of the testator’s death to the final 
winding up of the estate. 

But is this always the case ? We regret that the answer 
must be in the negative. 

Until quite recently lawyers were inclined to regard the 
Estate Duty Office as their own particular preserve and to 
deny to all others any right of way. 

When the death duties were relatively trifling, this 
mattered little, but today, owing to the fantastic rates of 
estate duty, and when the very existence of a residue 
remaining to an estate may depend on the value placed 
on property such as the shares of a private limited company, 
it matters a very great deal. It is ridiculous to suggest 
that lawyers (who for centuries have boasted of their 
ignorance of accounts prepared in any form other than 
receipts and payments) are, as a body, qualified to conduct 
difficult negotiations, involving expert knowledge of 
accountancy, with the representatives of the Estate Duty 
Office. As well might a doctor, with but an elementary 
knowledge of algebra, regard himself as qualified to question 
the mathematics of Einstein. 

This does not mean that the services of the lawyer are 
not indispensable ; it merely means that unless the lawyer 
and the accountant work in close co-operation the result 
may prove absolutely disastrous. 

By working together considerable savings in estate 
duty can often be effected as a result of the accountant’s 
“inside” knowledge of the testator’s past financial 
transactions. 


ILLUSTRATION 


Sir George Grantley, of Wendover Manor, Herts., 
died towards the end of the year 1949, leaving a com- 
paratively small estate, a wealthy widow and an only son, 
John, whom he named as executor under his will and to 
whom he bequeathed everything absolutely. 

Mr. John Grantley, realising that his father had died a 
relatively poor man and being anxious to avoid all unneces- 
sary expense, instructed Mr. George Sopwith, a local 
solicitor, to prove the will and to realise the estate on his 
behalf, without troubling Mr. Charles Greatheart, the 
accountant, who for years had advised Sir George and 
Lady Grantley on all matters affecting their financial 
interests. 

Mr. Sopwith, accordingly, proceeded to collect particu- 
lars of the assets of which Sir George died possessed and of 
the liabilities due and payable at the date of his death. 

As Wendover Manor stood in the joint names of Sir 
George and Lady Grantley, he included in the estate duty 
affidavit one-half only of the value placed on this property 
by a leading firm of estate agents. 

Now it happened that early in 1950 Lady Grantley 
invited Mr. Greatheart to spend a long weekend with her 
and it chanced that during this visit he met Mr. Sopwith, 
the solicitor, for the first time and learnt that one-half of 
the value of the Wendover Manor estate was deemed to 
constitute property of which Sir George Grantley died 
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Mr. Greatheart suggested that this must be wrong 
because he knew for a certainty that Wendover Manor 
estate had been purchased by Lady Grantley out of her own 
money and that the only reason why it had been conveyed 
into the joint names was because she desired that all 
matters connected with the property should be dealt 
with by her husband, rather than by herself. She recog- 
nised that she lacked business experience and had felt 
that it would be far better for Sir George to manage the 
estate on her behalf: 

Mr. Sopwith expressed some doubts whether the Revenue 
authorities would accept these explanations but agreed 
to press the matter provided Mr. Greatheart could furnish 
definite proof that the property had in fact been purchased 


and maintained out of Lady Grantley’s private fortune. _ 


This Mr. Greatheart was able to do so convincingly 
that the Revenue authorities accepted the position without 
the least hesitation. 

It is thus clear that but for this chance co-operation 
between Mr. Sopwith, the solicitor, and Mr. Greatheart, 
the accountant, there would have been a substantial over- 
payment of estate duty. 


Before leaving the subject of estate duty, there is one 
matter of very great general importance to which but scant 
attention is given. 

Everybody, who has any experience of taxation, must 
recognise the supreme importance of that departmental 
appellate body known as the Special Commissioners. 
They are whole time officials of the Inland Revenue 
Department, who possess a very detailed and extensive 
knowledge of taxation law. Certain of them are deputed 
to hear appeals against assessments to income tax and 
profits tax, etc., and there can be no doubt whatever 
that taxpayers who appear before them invariably receive 
as fair a hearing as they would receive at the hands of 
any of Her Majesty’s Judges of the High Court. 

They perform a magnificent service to the public 
and their reputation for strict impartiality and justice 
stands deservedly very high. 

From the taxpayer’s point of view, the right to appeal 
to the Special Commissioners carries with it many advan- 
tages, quite apart from the fact that those hearing the appeal 
are experts in their subject and will experience compara- 
tively little difficulty in mastering the details of the most 
complex cases. 

The following are some of the more important of these 
advantages : 


(a) The taxpayer can conduct his own appeal or may 
engage an accountant, a solicitor or counsel to 
represent him as the case demands ; 

(6) Absence of formalities; 

(c) Small cost—apart from the fees paid to his own 
representatives, the taxpayer incurs no expense, 
and even if he loses his appeal he is not called upon 
to meet the costs of the other side ; 


(d) Absence of undue delay in the hearing of the appeal. 
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Bearing in mind all the above considerations, how comes 
it that there is no such appellate body of the standing of the 
Special Commissioners to deal with disputes arising be‘ ween 
the representatives of deceased persons and the state 
Duty Department ? 

As things stand today, the only appeal open to the 
representatives of a deceased person is to the Court, and 
unless the amount involved is sufficiently large to justify 
the heavy costs, there remains no alternative but to give 
way to an adverse ruling of the official dealing with the 
case. This, having regard to the high rates of estate duty 
in force, may involve—as in many cases it unquestionably 
does—a substantial and wholly unwarranted loss. 

It is wrong that officials of a Government Department 
should be given such autocratic power, and there is no 
doubt that if a panel of truly impartial experts, such as the 
Special Commissioners, were set up, the number of legiti- 
mate complaints against harsh and _ unconscionable 
treatment would quickly be reduced to a minimum. 
Further, the public would know that if an executor felt 
it his duty to appeal against some ruling of the Estate 
Duty Department, he would in all circumstances, win or 
lose, be given a fair and impartial hearing. 


(3) The Preparation of a Partnership Deed 

We now turn to a consideration of partnership deeds. 

It is true that in recent times, the great majority of 
private firms have been converted into limited companies, 
private or public, and thus each year the number of such 
deeds which solicitors are called upon to draft must be an 
ever-diminishing quantity. 

There are, nevertheless, important sections of the 
community who cling to partnership as opposed to limited 
liability, as the result either of free choice or Hobson's 
choice, and therefore the question of co-operation between 
lawyers and accountants in the matter of the settlement of 
partnership deeds cannot be wholly ignored. 

A partnership deed is not a legal necessity, as some 
people imagine to be the case, and in the past many 
important firms managed to flourish without being bur- 
dened with any such document to regulate their business 
relations. They relied either on the authority automatically 
granted to the senior partner in those far-off days and recog- 
nised by all, or on mutual agreement. 

In these circumstances what is the object of having 4 
partnership deed ? 

It is, of course, to regulate the relations between the 
partners in the absence of mutual agreement. If there be no 
deed and the partners fail to reach mutual agreement, 
they are thrown back on the rules and regulations contained 
in the Partnership Act, but as these do not cover the 
problems which are apt to arise in these days of constan! 
change and complex legislation, arbitration—which usually 
satisfies nobody—or applications to the Court, involving 
great expense, to say nothing of strained relations, constitute 
the only available alternatives. 

If, therefore, a partnership deed be decided upon— 
and there can be no doubt but this should be the case—! 
is surely wise to make it as useful and as comprehensive 
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spossivle, bearing in mind the special features of the busi- 
yess uncer consideration. 

It is suggested that the best results are only possible when 
jwyers and accountants bring their combined experience 
bear on the matter. 

In this connection one matter should not be overlooked. 
Many partnership deeds contain clauses which are over- 
ridden by mutual consent from the very start. Why, 
then, should solicitors continue to reproduce from ancient 
ylumes of precedents clauses which are absolutely obsolete 
ad meaningless ? They should be eliminated, root and 
branch, so as to leave the deed free from all dead wood. 

It is unnecessary to labour this point. Let any profes- 
onal accountant examine a normal partnership deed 
aud compare its clauses (particularly those dealing with 
partners’ drawings, capital and the preparation of accounts) 
with the practice of the firm regarding these matters, and 
itwill be clear that mutual agreement has modified many of 
is provisions. If this, in fact, be the case, would it not be 
etter to substitute up-to-date clauses, which aim at 
yoviding a remedy, in the unlikely event of one of the 
mrtners violating the spirit of partnership by abusing 
wrmal practice based on mutual confidence ? After all, 
wless partners are able to trust one another to “ play the 
game ” they had far better part company. 

It must be obvious that the professional accountant, 
with his intimate knowledge of the difficulties which are 
likely to arise in connection with any particular business, 
sin an unique position to assist a solicitor in producing 
areally sound partnership deed, and the business man who 
ails to recognise this truth deserves to suffer for his lack of 
imagination. , 

We make no attempt in this article to discuss special 
clauses needed to deal with special cases, because we are 
discussing the matter of partnership deeds generally, 
ut we do venture to draw attention to two matters 
i’ general importance, which do not always receive the 
consideration which is their due. 

(2) Most deeds contain a clause dealing with the 
circumstances in which an individual automatically ceases 
to be a partner, one of these being when he is found lunatic 
oris of unsound mind, or otherwise incapable of performing 
his duties as a partner. 

On the face of it, this provision seems perfectly just and 
reasonable, but in practice it often leads to grave diffi- 
culties. Who is to say that anyone is permanently incapable 
of performing his duties as a partner ? Are medical men 
likely to assume the responsibility of expressing any such 
opinion ? Usually they are very chary of suggesting that 
anybody is of unsound mind. : 

The customary clause in the deed dealing with this 
matter is generally not only valueless but also positively 
dangerous, since, white apparently providing the firm 
with a measure of protection, in practice it often provides 
none at all. 

What, then, should be done ? 

It is admittedly a matter of great difficulty, but as the 
only people who are really capable of deciding whether 
f not a partner is mentally capable of performing his 
duties are the other partners, the decision should, it is 
Suggested, be left to them. 


Obviously, the interests of the partner deemed to be 
mentally unfit to remain in the firm must be protected 
and, to ensure this, special safeguards must be provided. 

In the first place, the decision must be unanimous, 
and secondly, there must be a reasonable pecuniary com- 
pensation, payable to the unfit partner or his representa- 
tives, either by way of a lump sum payment or an annuity 
based on a share of the profits, calculated on the same basis 
as in the years when he was an active partner. The under- 
lying principle in all cases should be the protection of the 
business of the firm as a whole, and provided the decision 
be unanimous and the cost to the other partners sufficiently 
high, it is unlikely that they will all be guilty of using their 
respective votes maliciously and wickedly. 

Where there are but two partners in a firm, the problem 
of framing a suitable clause becomes much more difficult, 
but in these circumstances the question whether the unfit 
partner should retire, subject to suitable compensation, 
thus leaving the other to retain the goodwill and to carry 
on the business, or whether there should be a complete 
dissolution of the business, might possibly be left to a sole 
arbitrator, to be named by the President for the time 
being of some learned professional body. 

It is impossible to lay down hard and fast rules applicable 
to all partnerships, but sufficient has been said to indicate 
that the matter deserves far more anxious consideration 
than is normally given to it. 

(6) The second matter to which we desire to direct 
attention is highly technical and although, as yet, we do not 
claim to have evolved the perfect solution to the problem, 
we feel that if serious consideration were given to it by 
lawyers and accountants, co-operating in close harmony, 
the ideal solution would eventually be found. 

The question at issue is how to ensure strict equity 
between all the partners, when “ new business claims ” 
under Rule 11 are made, both as regards incoming and 
outgoing partners. 

In either case, before any claim can be made, the 
consent of all the partners must be given to the Inland 
Revenue. Unanimity is essential and one dissentient 
partner is sufficient to prevent a claim being made, no 
matter how beneficial it might prove to the firm as a 
whole. This, in practice, may lead to unseemly bickerings 
and bargainings amounting almost to legalised blackmail, 
which clearly is highly undesirable. 

In an attempt to overcome this difficulty, a clause 
is sometimes introduced into the partnership deed, whereby 
each partner covenants for himself and his legal personal 
representatives with the other partners and each of them, 
that, in the event of his retirement or in the event of his 
death, he or his legal personal representative shall, at the 
request of the remaining or surviving partners, sign any 
notice or consent that may be necessary for making 
application under Rule 11 or any statutory modification 
or re-enactment thereof for the time being in force, that the 
tax payable shall be computed as if the business of the 
partnership had been discontinued at the date of such 
retirement or death, and that he or his legal personal 
representatives will in such case bear his proportion of any 
additional income tax to which the partnership may be 
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assessed in respect of the year of retirement or of death 
or of the immediately preceding year. 


It is unreasonable to assume that the continuing partners 
will make, or refrain from making, a claim under Rule 11 
merely to secure to the retiring partner a benefit, if by so 
doing they will render themselves liable to heavy 
additional taxation. 

It is equally unreasonable to assume—bearing in mind 
possible adjustments in respect of the penultimate year— 
that the action taken by the continuing partners will benefit 
all the partners equitably, and thus it may be said with 
confidence that under the clause which we have quoted 
above, the scales are likely to be weighted against the 
outgoing partner. The effect may be to throw upon this 
unfortunate individual, or his estate a cruel additional 
burden of taxation. 

Nobody can argue that this upholds the true spirit 
of partnership, and for this reason alone we are opposed 
to any clause in the partnership deed which enables the 
continuing partners to penalise the firm as a whole for their 
own benefit, thus throwing the whole of the burden on the 
outgoing partner. 

It is possible that the best way of approaching the 
problem is to study an illustration. The example which 
we have chosen is in no way dramatic or exceptional. 
It is one which might arise in the practice of any profes- 
sional accountant, but nevertheless it demonstrates the 
difficulties which we have in mind. 


ILLUSTRATION 


On March 31, 1950, Mr. John Adam, the senior partner 
of Messrs. John Adam & Co., stockbrokers, of Eden Court, 
Throgmorton Street, retired from the firm, and early 
in March 1951 the question arose whether or not a “ new 
business claim” should be made. The decision rested 
entirely with the continuing partners, because under 
Clause 17 of the partnership deed, every retiring partner 
pledged himself to act in strict accordance with the wishes 
of those who continued to run the business. 

Investigation disclosed the fact that no adjustments 
were called for in respect of the penultimate year, and 
therefore all that remained for the partners to do to enable 
them to reach a decision was to make as close an estimate 
as possible regarding the profits of the firm for the year 
' ending March 31, 1951. This they were able to do with 
commendable exactitude. 

The profits for the three years under consideration 
were as follows : 

Profit for year ended March 31, 1949 £20,000 
» ” ” ” »» 1950 £50,000 
» 99 1951 £25,000 

Mr. John Adam had for many years, up to the date of 
his retirement, enjoyed a 30 per cent. interest in the profits 
of the firm. 

The following statements show the income tax assessments 
of the firm for the years 1949-50 and 1950-51 allocated, 
in respect of the former year, between Mr. Adam and the 
continuing partners, on the assumption (a) that a cessation 
claim is made, and (6) that no such claim is made. 
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(a) Cessation Claim is made. 


| Share of Continuing | 
Year Assessment | Mr. J. Adam Partners 
1949-50 50,000 15,000 35,000 
1950-51 25,000 Nil 25,000 a 
£75,000 £15,000 £60,000 | 
y. 
(b) No Claim is made. ‘ 
Share of | Continuing a 
Year Assessment | Mr. J. Adam Partners 
1949-50 20,000 6,000 14,000 
1950-51 50,000 Nil 50,000 ‘ll 
£70,000 | £6,000 £64,000 


The following matters in connection with these statemeny 
should be noted : 
(a) It would not pay the firm as a whole to make a cessation 
claim in this case, since by their making it the Reveny 
would gain tax on an additional £5,000. 
(6) Mr. John Adam would be burdened with income tax and 
sur-tax on an additional income of £9,000. 
(c) The continuing partners would save tax on £4,000. 
The continuing partners naturally insisted that the 
claim should be made and were doubtless pleased that they 
had saved tax on £4,000, but when they remembered that 
they had only been able to do this by forcing their lat 
partner to pay tax on £15,000 instead of £6,000, the 
began to question the equity underlying Clause 17 of the 
partnership deed. 
Each reflected that his turn to retire or die would come 
sooner or later, in which case the boot might be on the other 
leg. They decided, therefore, to consult their solicitor to 
ascertain whether Clause 17 could not be modified ina 
manner such as might avoid this danger and give a touch of 
equity to these claims. 
The solicitor was doubtful whether any really satis 
factory solution to the problem could be found, but 
promised to discuss the matter with Mr. Greatheart. 
Eventually, as a result of this co-operation, a new 
Clause 17 was embodied in the partnership deed covering 
the position, not only of outgoing partners, but also of 
incoming partners, which ensured that equity would reign 
supreme and would go hand in hand with whichever of the 
alternative bases proved the more favourable to the firm 
as a whole. 


* * * 


.There are many other ways in which lawyers and 
accountants can co-operate for the benefit of their client 
and to their mutual advantage, but we have said enough 
for a single session. 

It is not for the accountant alone to make the approach. 
The need for friendly collaboration must be reco 
by both parties, and each must contribute to the commo! 
cause. 

Above all, we must not underestimate the gravity of ou’ 
past shortcomings. 

Let us remember that the Avenging Spirit noted ov! 
sins of omission in Heaven’s Chancery and that the 
Recording Angel dropped a tear, as he wrote them dow! 

. Now is our opportunity to blot them out for ever. 
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Trustees and Investment Powers 


A brief résumé was given in our January issue (pages 15-16) of the comprehensive report of the Committee on the Law 

and Practice relating to Charitable Trusts. This body considers that “‘ an enlargement of trustee investments [in general] is necessary 

and should not be delayed.”” Our contributor criticises its tentative recommendations and states the case for careful investigation before 
the existing Trustee Act is amended. We think his views demand attention, but we do not necessarily subscribe to all he says. 


—_ 


JHE DESIRE FOR WIDER INVESTMENT 
powers for trustees is strengthened by 
the inflation that has occurred since 
1932, but it may be questioned whether 
either the capital or the income of trusts 
would be protected if trustees were able 
io buy debentures, preference and 
ordinary shares within other than a 
very narrow range of securities. Deben- 
ures and preference shares are, in 
eflect, as fixed in their interest rate as 
gilt-edged. In 1952, the gilt-edged 
securities index was lower than at any 
time since the famous War Loan con- 
version of 1932, while equities were 
back to where they were in 1949, 1944 
and 1936. Equity shares have, indeed, 
suffered from recurrent wide fluctua- 
tions, and the 1947 buyers have suffered 
losses equal to many years’ net divi- 
dends, thanks to the end of cheap money. 
The tests proposed by the committee 
are, at first glance, quite rigid. But 
without mentioning any names, many 
of the Ordinary shares which would 
qualify, and still more which would 
have qualified before the 1952 setback 
in several industries, would be frowned 
upon by pensions fund managers. In 
short, it is illogical to measure the merits 
of an Ordinary share by statistics, just 
as it is unwise to job backwards over 
the security indices in order to try to 
prove a case for greater latitude for 
trustees. In a recent article in the 
Investors’ Chronicle, which took the risk 
of offending some of its readers, a con- 
iributor stressed: ‘“‘ The truth is that 
investment in Ordinary shares calls for 
special skills and unremitting attention 
which relatively few people possess or 
can spare time for.” 
_ Those few people insist that as 
important as the profits and balance- 
sheet s:atistics, perhaps more important, 
s the quality of management, and 
there are no statistical yardsticks for 


[ConTRIBUTED] 


measuring this. Neither are there for 
measuring the quality of trustees. To 
invite them to gamble on inflation or 
deflation is wholly unjustifiable. It 
might be contended that conscientious 
trustees would sheer away from any 
potentially risky investment, but the 
validity of this contention depends in 
the final result on the investment ability 
of the trustees or their advisers. 

The committee’s five safeguards are 
of dubious value, and the first, giving 
trustees power to invest 50 per cent. 
of funds outside gilt-edged, has positive 
dangers. The limitation to companies 
who have paid not less than 4 per cent. 
on their equity capital in each of the 
past ten years is virtually meaningless, 
as inflation has probably halved the 
figure to 2 per cent. Moreover, nominal 
issued capital frequently bears no rela- 
tion to capital employed, and the 
amount of capital employed is not 
necessarily a criterion of the quality of 
the present management. 

It is not necessary to compile an 
exact list of highly speculative securities 
which would qualify as trustee securi- 
ties under the new recommendations: 
anyone closely connected with the 
markets will know without research that 
any such list could include mining, 
shipping and plantation shares, shares 
in companies running on big over- 
drafts, and those who have been on a 
sellers’ market for years, investment trust 
and other equities which would go out of 
the dividend list if there were a slump, 
preference shares which were in arrears 
before the war, securities of companies 
who suffered pre-war capital reorgani- 
sations, and so on. 

Supporters of the committee’s pro- 
posals will probably assert that trustees, 
invariably obtain the advice of bankers, 
stockbrokers and other experts. With 
the best will in the world these experts 


make mistakes, and some are certainly 
swayed by sentimental attachment to 
a company which is sound only on 
paper. The trustees themselves may 
have a similar personal quirk, and may 
be persuaded into taking risks because 
the needs of the succeeding trust bene- 
ficiaries are not as great as those of the 
existing ones. For instance, the writer 
has personal knowledge of an estate 
where the widow needs the maximum 
income. Her successors, who manage 
the estate and have unlimited invest- 
ment powers, have taken equity risks 
in order to ease her income position, 
and have placed their capital in greater 
jeopardy as a result. With the sanction 
of a revised Trustee Act it would be 
permissible for trustees to adopt a 
similar policy, and they might well be 
provoked into doing so. 

Nearly eight years have elapsed since 
the end of the war, and they have been 
years of nominal plenty for nearly all 
industries. Therefore, it would be most 
unwise to reframe the Trustee Act with- 
out remembering that in the 1930's 
there were debenture moratoria and 
numerous reorganisations by companies 
whose shares today are in the near 
** blue chip ” class—or were before they 
were nationalised. It is no use 
legislating on the assumption that 1931 
will never return again. Anybody 
who examines the Trustee Act with a 
view to its revision should begin every 
day by studying the 10-year Stock 
Exchange record (with its Ordinary 
dividend details) for the years 1925-35 
in order to see how the mighty fell. 
Beneficiaries have to be protected from 
trustees—and trustees have to be pro- 
tected from themselves. 

If the Trustee Act is to be revised, 
then a vitally necessary preliminary 
is for the Stock Exchange to alter its 
commission scales. These vary to a 
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ludicrous degree, and offer the tempta- 
tion to a broker to pay an extra jd. 
per share on a buying order, or stretch 
for an extra }d. per share on a selling 
order, so that his commission charges 
jump into a higher range. Gilt-edged 
commission is charged on the nominal 
amount of stock purchased, so that the 
purchase of £1,000 worth of stock 


standing at 100 would entail commis- 
sion of £3 15s. whereas the purchase 
of the same amount of a different stock 
standing at 50 would cost commission 
of £7 10s. If Debenture stock were 
purchased the commission would still 
be £7 10s., but if £1,000 worth of 
shares standing at 20s. were purchased 
the commission would be £12 10s. 


TAXATION 


(Stamp duties and incidental charge, 
have been ignored in order to simplif; 
the essential picture.) It follows, then, 
that stockbrokers, and their agents why 
take a share of commission, cou/d—ye 
do not say would—have a. strong 
temptation to advise trustees to by 
shares rather than debenture stocks 
gilt-edged. 


Maintenance Orders 


Ir Is WELL TO KEEP IN MIND THAT: 


(a) Where the Court Order or the agreement between 
the parties requires the husband to pay to his former 
wife an annual sum less tax “in trust” for his 
children, the trust created in favour of the children 
is a settlement under Section 397, Income Tax Act, 
1952 and the income is treated as the father’s while 
the child is an unmarried infant. The child relief 
therefore applies. (Yates v. Starkey, 1951, Ch. 465.) 

(6) If the Order or agreement is to pay the money to the 
former wife for the maintenance of the child, the 
income is the wife’s. (Stevens v. Tirard 1940, 1 K.B. 
204.) The child relief would apply, but would 
normally go to the wife (subject to apportionment if 
both contribute to education and maintenance. ) 

(c) A Maintenance Order providing for payment 
direct to the child makes the income that of the child, 
permitting repayment claims for the personal reliefs 
of the child. The child’s income will then usually 
be too high for the child relief to apply. The effect of 
such an Order cannot be brought about by an 
agreement, because of Section 397. 

The effect of the various methods is illustrated below; 

where the amount involved is £1,000 for two children, and 
over £2,025 is earned income. 


Husband 
(a) Settlement (6) Order to (c) Order to 
under pay money pay money 
Section 397 to wife to children 
Total Income (before 
payments in ques- 
tion) £3,000 £3,000 £3,000 
Reliefs: 
E.LR. £450 (1) £445 (1) £445 
P.R. 120 120 120 
Children 170 740 — 565 — 565 
£2,260 £2,435 £2,435 
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(a) (6) (c) 
First £400 £112 10 oO £11210 oO £112 10 9 
Balance at 9/6 883 10 o 966 12 6 966 12 § 
£9968 0 o £1,079 2 6 £1,079 2 6 

Sur-tax on £3,000 112 10 0 on £2,000 nil nil 
£1,108 10 0 £1,079 2 6 £1,079 2 6 


Tax recoupable from 
trustees under Sec- 


tion 400 29 7 6 (2) 
£1,079 2 6 
Tax deducted from 
payment 475 9 Oo 475 9 oO 475 9 0 


Tax suffered £604 2 6 £604 2 6 604 2 6 


(1) The E.I.R. can only be given on the total income after deducting 
the annual payment. 


(2) Sur-tax £112 10 o 
ExtraE.LR. £5 
Child Relief 170 


175 at9/6 83 2 6 


£29 7 6 


This is the net additional tax paid as a result of the settlement 
income being regarded as that of the parent, and is recoverable 
from the settlement trustees. 


Wife 
Under (a) and (c) the income of the wife is not affected. Und 
(6), the income is hers, and if her other income does not absorb 


her reliefs, the balance of reliefs will result in repayment of ta 
She will usually be entitled to the full children’s relief. 


Children 


Under (a) and (4) the children are not regarded as having ai 
income. Under (c) the following claim will be available for ea 
child: 
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£500 
£120 at 9/6=£57 0 Oo 
Reduced Rate 100 6/6= 32 10 0 
150 4/-= 30 0 Oo 
130 2/-= 13 0 0 
Tax Repayable £132 10 oO 
Summary 
(a) (6) (¢) 
Husband’s income £3,000 0 O £3,000 0 oO 
Tax paid 1,108 10 0 1,079 2 6 
£1,891 10 Oo 
Tax recouped from 
trustees 29 7 6 
£1,920 17 6 £1,920 17 6 
Net payment to 
trustees 525 0 O 525 0 0 
£1,395 17 6° £1,395 17 6 £1,395 17 6 
Wife’s benefit 
Child Relief £170 at 9/6 80 15 0 
Children’s repayment 265 0 oO 
Amount available for 
children in addition 495 12 6 525 0 0” 525 0 0 
Total available to the 
(disrupted) family £1,891 10 o £2,001 12 6 £2,185 17 6 


Where the income is small, the effect of reliefs must be 
watched. Suppose an earned income of £1,000 (ignoring 
family allowances and national insurance contributions) 
and a Court Order to pay £155 a year to each of two 
children. 


If no Order With Order 
Income £1,000 £,1000 
E.LR. on £1,000 £223 on £690 154 
P.R. 120 120 
Children 170 §=513 — 274 
£487 £726 
First £400 £112 10 oO £112 10 oO 
Balance at 9/6 41 6 6 154 17 0 
Tax payable 153 16 6 267 7 0 
Income less tax 732 13 0 
Deduct: net 
annual payment 162 15 0 
Net “ spending money ” ——_—_- 
of husband £846 3 6 £569 18 o 


The small income relief, 2/gth of £155=£35, and the 
personal relief of each child £120 will have the result that 
the tax on the annual payments will be repaid, viz. £155 
each at gs. 6d. = £73 12s. 6d. or £147 5s. od. in all, making 
the £310 available to maintain the children: the “ family ” 
figures become £846 3s. 6d. and (£569 18s. od. and £310) 


(Family allowances, etc. have been ignored). 


=£879 18s. od. 


The Case of Mr. Cube 


By W. B. COWCHER, 0.8.£. B.LITT. 


AFFIRMING THE DECISION OF THE CITy 
of London Commissioners that the 
cost of an advertising campaign against 
the threat of nationalisation—a cam- 
paign in which the familiar Mr. Cube 
appeared as the anti-nationalist—was 
an admissible expense of the trade, 
Harman, J., declared at the beginning 
of his judgment in Morgan v. Tate and 
Lyle, Ltd. (noted in Recent Tax Cases 
on page go of this issue) : 

The question has a certain spurious 
interest derived from the fact that a 
political colour attended the activities 
on which the money in question was 
expended. 

It may, however, be suggested, with 
due respect to the learned judge, that 
this statement, together with another 
one a little later: “‘ It is simply another 
instance of a familiar type of case,” 


shows a scarcely adequate appreciation 
not only of the fiscal but also of the con- 
stitutional issue involved. There is, it 
would seem, far more at stake than a 
mere question of the admissibility or 
otherwise under the income tax law 
of certain expenditure. 

By a five years’ agreement, termin- 
able by the respondent on three months’ 
notice, between the respondent and an 
advertising firm, the latter was entrusted 
with an anti-nationalisation advertising 
campaign; and the respondent had 
incurred expenditure of approximately 
£15,500 upon “Mr. Cube” during 
the first six months of the agreement. 
Whether this sum was an admissible 
deduction in arriving at profits depen- 
ded upon Rule 3(a) to Cases I and II 
of Schedule D, Income Tax Act, 1918, 
which prohibits : “ any disbursements 


or expenses not being money wholly 
and exclusively laid out or expended 
for the purposes of the trade.” In a 
judgment which does not lend itself 
to brief analysis, Harman, J., held that 
the expenditure in question was “ for 
the purposes of the trade” and not 
prohibited by the Rule. The case will 
go further. 

Assuming the decision to be correct, 
it opens up the widest of possibilities. 
In the case of *‘ Mr. Cube,” it would 
mean that, had a Labour Governmert 
remained in office, the major part of 
the expense of opposing its policy would 
have been provided by the National 
Exchequer. Generally, it would seem 
to open the way to political corruption 
upon the largest scale. A secret sub- 
scription of, say, £500,000 to the funds 
of the Labour Party on condition 
that for a period of, say, 10 years, the 
nationalisation or re-nationalisation of 
a particular industry should not be 
pressed would, it seems, be covered, 
whilst a similar contribution to Con- 
servative party funds from, say, the 
brewing industry but for a different 
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object would be in like case. On a 
lower plane, bribery of individuals in 
one of the many forms open to ingenu- 
ity might also qualify for allowance. 
The fact that the wording of Rule 3(a) 
of the 1918 Act—now Section 137(c) 
of the 1952 Act—lends itself to such 
wide possibilities is, no doubt, the 
reason why it has within the last 
50 years been discarded generally in 
the many countries which had origin- 
ally imported both the tax and its legal 
machinery—adapted where necessary 
—from this country. Incidentally, it is 
worthy of note that in the Model 
Ordinance (1922, Gmd. 1788) contained 
in the report of an Inter-Departmental 
Committee on income tax in_ the 
colonies not possessing responsible 
government, in lieu of Rule 3(a) there 
is, in paragraph 12(b): 

** Any disbursements or expenses not being 
money wholly and exclusively laid out or 
expended for the purpose of acquiring the income” 
(our italics). 

Harman, J., said that the first point 
taken before the Commissioners was that 
the expenditure was for the benefit of 
the sugar-refining industry as a whole. 
This argument he rejected, saying that 
it did not make it any the less laid out 
exclusively for the purpose of the 
respondent’s trade. The second and 
third points taken referred to the two 
methods of nationalisation which had 
been employed, the purchase of assets 
by an issue of Government stock and 
the purchase of shares. If the former, 
‘it was claimed that the expenditure in 
question was the cost of deciding who 
should earn the profits. If the latter, 
it was for the purpose of the protection 
of the shareholders and not of the busi- 
ness. He rejected these contentions on 
the ground that it made no difference 
to a sharcholder whether his compensa- 
tion was direct or indirect. An addi- 
tional point taken in Court but not 
before the Commissioners was that the 
expenditure was connected with the 
ownership and not with the conduct of 
the business, or, alternatively, that it 
was of a capital nature. It had been 
urged that the Crown was not entitled 
to raise this last point; but the judge 
held it to be bad without deciding 
whether it could be raised. 

The first question which the judge 
said had to be decided was whether the 
Commissioners’ decision was a finding 
of fact, because, if so, there was ample 
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evidence. Reviewing the judicial dicta 
upon this subject, he held that whether 
expenditure with a known object was 
capable of coming within Rule 3(a) 
was a question of law. Declaring 
that the rule “ has many times been 
before the Courts and has been much 
glossed on by the Judges,” he gave a 
number of examples of these “ glosses ” 
and finally referred to Lord Porter’s 
speech in Smith’s Potato Estates, Ltd. v. 
Bolland (1948, A.C. 508; 27 A.T.C. 131; 
30 T.C. 267), in which he had said: 
“It is probably safer to retain the 
wording of the Act itself to discover 
whether the deduction falls within its 
terms or not ’—advice which enjoined 
him to stick to the words: “ for the 
purposes of the trade.” 
Considering the contention that the 
expenditure was of a capital nature, 
he reviewed the relevant decisions and, 
quoting Lord Cave’s famous speech in 
Atherton v. British Insulated and Helsby 
Cables, Ltd. (1926, A.C. 205; 5 A.T.C. 
47; 10 T.C. 155), he held that the 
expense had none of the characteristics 
of capital payments and was an income 
expense. Continuing with Lord Cave’s 
speech, he quoted the passage in which 
he had referred to earlier decisions 
whereby expenditure: 
not of necessity and with a view to a 
direct and immediate benefit to the trade, 
but voluntarily and on the grounds of 
commercial expediency, and in order in- 
directly to facilitate the carrying on of the 
business, may yet be expended wholly and 
exclusively for the purposes of the trade. 


He also quoted from B. W. Noble, Ltd. 


v. Mitchell and said that it was the 
respondent’s contention that the 
expense was an income expense as in 
that case and not a capital expense as 
in Atherton’s case. The Crown had 
relied particularly upon a New Zealand 
case in the Privy Council, Ward & Co., 
Ltd. v. Commissioners of Taxes (1923, 
A.C. 145). There, a firm of brewers 
claimed as a deduction in arriving at 
its profits the sum of £2,123 incurred 
in printing and distributing literature 
with a view to persuading the public to 
vote against “ prohibition ” in a forth- 
coming plebiscite. The relevant enact- 
ment in the New Zealand Act of 1916, 
Section 86 (1)(a), differed, however, 
from Rule 3(a) and _ prohibited: 
“ Expenditure or loss of any kind not 
exclusively incurred in the production of 
the. assessable income” (our italics), 


and the Privy Council had decided 
against the company, holding, inter alia, 
that the expense to avoid “ prohibi- 
tion” had to be incurred for the direc 
purpose of producing profits (our italics) 
and that the expenditure in question 


was not necessary for the production of 


profit nor was it in fact incurred for that 
purpose. They also held that owing to 
the differences of language the English 
decisions had no real bearing upon the 
case. For the same reason, Harman, J,, 
held conversely, that the Ward decision 
had no real bearing. Finally, he held 
there was no difference between adver- 
tising expenses conceded to be admis. 
sible and the advertising expenses in 
question. 

A reader interested in such things 
will have noticed a curious similarity 
between the prohibition in the New 
Zealand Act of 1916 and Lord Davey’s 
famous dictum in Strong @ Co. y. 
Woodifield (1906, A.C. 448; 5 T.C. 215) 
to the effect that for a disbursement 
to be admissible as a deduction under 
Rule 3(a): ‘“‘ It must be made for the 
purpose of earning the profits” ; and 
it might be surmised that there was 
some connection between the two. 
This, however, was not the case. In 
the New Zealand Land and Income 
Assessment Act of 1891 there was con- 
tained in Schedule F, Rule 2(f), a 
rule identical in wording with the 
United Kingdom Rule in the Income 
Tax Act, 1842. The 1891 Act was, 
however, wholly repealed in 1go00, but 
in Section 66 (6) of the new Act the old 
Rule was repeated with slight variation. 
Later, by Section 8 of the amending 
Act of 1903, the words “ for the pur- 
pose of” were repealed and the words 
“in the production of the assessable 
income therefrom” were substituted. 
This section, as amended, became 
Section 87 in the Consolidation Act 
of 1908 and has been continued, so far 
as the words in question are concerned, 
in all later Acts. 

It would seem that the abandonment 
of the wording of Rule 3(a) of the 
1918 Act by the countries which 
originally imported their income tax 
and legal system from this country has 
been pretty general during the last 
50 years, although instead of the word 
“ production,” other words are met 
with, for example, “ earning ” was used 
in the Indian Act of 1922 and “ acquit- 
ing ” in the Model Ordinance. 
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Rule 3(a) was taken in substance 
fom Rule 1 to Cases I and II of 
Schedule D of the Income Tax Act of 
1842, the latter having been copied, 
verbatim, from the Act of 1806; and 
it may be wondered why its wording 
should have been retained for so long 
when over 30 years ago it was discarded 


in the Model Ordinance. The answer, 
apparently, is that to sacrifice the word- 
ing would have meant rendering obso- 
lete a mass of judicial interpretation 
which had left a position not unsatis- 
factory as a whole to the Revenue, and 
substituting something which would, in 


Taxation Notes 


Minors and Contingent Interests 


UnpER Extra-STATUTORY CONCESSION 
No. 22, sums which have accumulated 
under an irrevocable settlement of 
capital to a child of the settlor con- 
tingently on the child attaining the age 
of twenty-one or marrying, and are 
handed over to the child on the 
happening of the event, are not treated 
as caught by Section 398, Income Tax 
Act, 1952, despite the fact that at the 
commencement of the year of assess- 
ment the child was under twenty- 
one and unmarried. 

An outright gift to the child is not 
within this concession, so that a gift 
on the twenty-first birthday of an 
unmarried child of the donor is caught 
by the definition in Section 403, and 
any income arising until the following 
April 5 will be the donor’s income. 
This is harsh, but the law; in the same 
way a gift in the year of birth will 
escape until the following April 5. 


Loans on Life Assurance Policies 


Where the interest on a loan is added 
to the loan, no right of deduction of 
income tax arises, and the gross interest 
is added to and consolidated in the 
loan. (See Paton v. C.I.R., 21 T.C. 626 
and C.I.R. v. Oswald, 26 T.C. 435.) Life 
assurance companies can enter into an 
arrangement with the Inland Revenue 
whereby the borrower pays all interest 
gross and claims an allowance of tax 
from the Revenue in the year the 
interest is paid, on production of the 
assurance company’s receipt. Interest 
which is added to the loan can be paid 
at a future date, and the receipt then 
produced for allowance of tax. 

If such an arrangement is not oper- 


ating, the taxpayer should pay the 
interest less tax in the usual way. 
Those preparing Returns must take 
care to differentiate between “‘ arrange- 
ment” cases and others, or the tax- 
payer will lose the tax. 


Profits Tax 

As a result of the decision in Commis- 
stoners of Inland Revenue v. Chappie, Ltd. 
(31 A.T.C. 257), it is evident that any 
payment by a director-controlled com- 
pany to a member can be regarded as 
being for his benefit. It follows that 
unless the payment is allowed as a 
deduction in computing the profits it 
can be regarded as a distribution for 
profits tax purposes. A purchase of an 
asset at its proper market price is 
included. 

The Special Commissioners in, a 
recent case felt themselves bound to 
take that view although they thought 
it very unlikely that the legislature 
intended any such result. Legislation 
to deal with this absurd situation is 
urgent and we hope that the profes- 
sional bodies will press the Chancellor 
of the Exchequer on the matter. 


Arrears of N ational Health Service 
Remuneration 


The arrears of remuneration paid to 
members of the medical profession 
under the Danckwerts Award are 
regarded as part of the recipient’s 
profits assessable under Case II of 
Schedule D. Doctors who have been 
assessed on the earnings basis will have 
the payments related back to the periods 
to which they refer and additional 
assessments will be raised accordingly. 
Even where the doctor is assessed on 


its turn, give rise to a new lot of inter- 
pretations. Rule 3(a), now Section 
137(a) of the current Act, nevertheless 
offends badly against the canon of 
“certainty”; and it seems quite 
possible that “Mr. Cube” will be 
responsible for its being discarded here 
as elsewhere. 


the cash basis the Board of Inland 
Revenue .are prepared to allow the 
arrears of remuneration to be spread 
back as if they had been received in 
the years to which they actually relate. 

Where a doctor allows an assistant 
assessable under Schedule E to partici- 
pate in the back payments the assis- 
tant’s additional remuneration will also 
be spread over the appropriate years 
and will be allowed as a deduction 
from the remuneration assessable on 
the doctor himself. 


Set-Off of Tax on Personal 
Reliefs against Sur-tax 
While there are no personal reliefs 
(for earned income, personal or child 
relief, etc.) for sur-tax purposes, a tax- 
payer who makes a clear request to 
that effect on his Return of Total 
Income may have the tax on personal 
reliefs set against the sur-tax payable 
for the preceding year. If a request is 
now made, income tax on the reliefs for 
1953-54 will be given as a deduction 
from the sur-tax for 1952-53, due 


January 1, 1954. 


Double Taxation Convention with 
Finland 
The Double Taxation Relief Conven- 
tion with Finland relating to taxes on 
income was ratified on January 8, 
1953, and has now been published as 
the Schedule to an Order in Council 
(Statutory Instrument No. 191 of 1953). 


E.P.L.—Increased Percentages for 
Mineral Producers 
Section 55 of the Finance Act, 1952, 
provides for increases in the various 
percentages relating to the standard 
profits for the purposes of the Excess 
Profits Levy. These percentages are the 
4 per cent. on increases or decreases in 
average borrowed money; 8 or 10 
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per cent. of paid-up share capital in 
one of the two standard years, or 
assets less liabilities at the end of 
1946 or 1951; 10 or I2 per cent. 
of paid-up share capital at the end 
of 1946 or 1951; 12 or 14 per cent. 
of increases or decreases in paid- 
up share capital and_ undistributed 


profits. or over-distribution of profits. 

Under Section 55 (2), the Board of 
Referees may grant increases not 
exceeding 6 per cent. to bodies corpor- 
ate whose trade or business consists 
wholly or mainly of the working of a 
source of mineral deposits of a wasting 
nature (not being coal or metal mines, 


Recent Tax Cases 


By W. B. COWCHER, 0.8.£., B.LITT. 


INCOME TAX 
Trade—Deduction in computing profits—Expen- 


ses of campaign against nationalisation of an 
industry—Income Tax Act, 1918, Schedule D, 
Cases I and II, Rule 3(a)—Land and Income 
Tax Act (New Zealand) 1916, Section 86(1) (a). 

Morgan v. Tate and Lyle, Ltd. (Ch., 
December 18, 1952, T.R. 477) was a case 
in which the most important undertaking 
in the sugar refining industry of this coun- 
try had claimed to deduct as a trade expense 
the cost of a nation-wide advertising cam- 
paign—featuring “Mr. Cube ”—against 
the Labour Party’s threat of nationalisation. 
Harman, J., before whom the case came on 
appeal by the Crown from a decision in the 
company’s favour by the City of London 
Commissioners, affirmed the Commissioners’ 
decision. The case is covered fully in an 
article on pages 87-89 of this issue of 
ACCOUNTANCY. 


Income Tax—Rent under “long lease””— 
Deduction of tax paid under Schedule A instead of 
tax at standard rate on full rent—Erroneous belief 
that lease was a “* short lease ””—Whether mis- 
take of fact enabling lessee to recover excess— 
Income Tax Act, 1918, Schedule A, No. VIII, 
Ride 1, General Rule 19(2)—Finance Act, 1940, 
Section 17. 

Turvey v. Dentons (1923) Ltd. (Q.B. 
November 14, 1952, T.R. 471) involved 
a very important point of income tax law. 
The plaintiff claimed, inter alia, possession of 
premises, while the defendant made a 
counter-claim for money alleged to have 
been paid under a mistake of fact, and 
another claim which can be ignored here. 
The dispute arose in connection with 
property at 96 New Bond Street, London, 
consisting of shop, basement and upper 
floor held by the plaintiff under a lease for 
2,000 years. In 1946 the shop and basement 
were let to a Mrs. Nagel on a 10 years’ 
lease of which nine years were unexpired. 


go 


The upper part was let to another tenant. 
In November, 1946, the defendant com- 
pany, which carries on business as ladies’ 
outfitters at Gloucester and Cheltenham, 
bought through its secretary, a Mr. 
Littmann, the remainder of Mrs. Nagel’s 
lease. It would seem, however, that whilst 
Mr. Littmann’s office was in London, the 
day-to-day business of the defendant com- 
pany was carried on at Gloucester, where 
the assistant secretary, a Mr. Baker, was in 
charge. The former had advised the latter 
of the purchase of Mrs. Nagel’s lease. 
Later, Mr. Littmann, by a lease of Decem- 
ber 9, 1946, arranged to rent the whole 
premises from the plaintiff for a term of 
99 years from December 25, 1946, at a 
rent of £2,250 per annum. Mr. Baker was 
notified of this transaction by telephone ; 
but Mr. Littmann omitted to state the 
term of the new lease and, as a result, the 
former was under the impression that it 
was one of only 10 years. 

Under the “ excess rents ” legislation of 
1940 a 10 years’ lease was a “ short lease ” 
to which Rule 1 of No. VIII of Schedule A, 
I.T.A. 1918 was applicable.. Under this 
rule a tenant was only entitled to deduct 
from the rent payable to his landlord the 
actual Schedule A tax paid by him. 
the definition in Section 13(1) of the Fin- 
ance Act, 1940, a 99 years’ lease was a 
“long lease’ and by Section 17 of the 
same Act, the said Rule 1 became inapplic- 
able to such rents: 

but any such payment shall, so far as it does 

not fall under any other Case, be charged with 

tax under Case VI of Schedule D and be 
treated .. . as paid in respect of the user of 

a patent as if it were such a royalty. 

By Rule 3(m) of the rules of Cases I and II of 
Schedule D of the Income Tax Act, 1918, 
patent royalties were not deductible in 
computing profits, but by Rule 19(2) of the 
General Rules of that Act, the person paying 
on making the payment was to be entitled to 


oil wells or asbestos deposits,  vhich 
are dealt with in Section 55(1)). 
Forms of application and the pro- 
cedure to be followed have now been 
prescribed in the Excess Profits 
(Mineral Producers) Regulations, 1953 
(S. 1, 1953, No. 142, Her Maijesty’s 
Stationery Office, price 4d. net). 


deduct tax, the effect being that the payer 
of rent under a “ long lease ” was given the 
right to deduct tax at the standard rate 
from the full rent. Owing to the mistake 
as to the length of the new lease, for three 
and a half years the defendant had only 
deducted the actual tax paid under 
Schedule A, the total amount under. 
deducted being £1,572. The mistake 
coming to light, the defendant claimed to 
recover this sum as.money paid by mistake 
of fact, and had sought to recoup itself by 
deductions from subsequent rent payments, 
Although the plaintiff’s solicitors were 
aware of the error, they did not tell the 
defendant but did advise the plaintiff to 
earmark and be prepared to have to return 
the excess payments. This, when it came to 
the point, she was unwilling to do, and it 
was argued upon her behalf that she was 
entitled to receive the full lease rent, that 
the right of deduction given by Section 17 
of Finance Act, 1940, was an _ exclusive 
remedy and that having failed to deduct 
no other remedy was open to the defendant. 
Pilcher, J., said that in the curiously similar 
case of Anglo-Scottish Beet Sugar Corporation 
Lid. v. Spalding U.D.C. (1937, 2 K.B. 607) it 
had been held that where excess payments 
had been made under a mistake of fact by 
an authorised agent of a company although 
another agent of the company had full 
knowledge such payments were recoverable. 
He therefore held that the plaintiff 
had been unjustifiably enriched by accepting 
and retaining money paid to her by defend- 
ant under a mistake of fact 
and that the defendant was entitled to 
recover the £1,572 over-paid. The Sugar 
Corporation decision was not, however, con- 
cerned with income-tax, and the cases 
which had been relied on by his lordship 
in coming to his conclusion that failure to 
deduct tax did not exclude the general law 
as to payments under mistake of fact would 
seem to be of by no means impressive 
authority. In his judgment, he had 
remarked that “ the tax position is com- 
plicated and was not very fully argued 
before me” and, in the writer’s opinion, 
it is a pity that the Revenue was not 
invited to assist the Court as amicus curi@. It 
would have been interesting to see what 
Crown counsel would have made of a by 
no means clear legal position. 
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Profits of trade—Bus company—Accounts and 
rdurns not accepted by Assessor—Estimated 
assessments—Use as evidence of figures of other 
cases— Whether violation of secrecy—General 
understatements of profits in other cases— 
Whether admissible as evidence—Income Tax 
Ordinance (Ceylon) c. 188 of 1932, Sections 4(1), 
64(2), 695 73(4)- 


Gamini Bus Company Ltd. »v. 
Colombo Commissioner of Income 
Tax (Privy Council, July 29, 1952, T.R. 461) 
was a case which arose out of the assessment 
and appeal provisions of the Ceylon income 
tax law. Nevertheless, that law was of British 
parentage and, as a result, the judgment 
of Lord Simon giving the Council’s decision 
in favour of the Commissioner will carry 
geat authority in so far as applicable, 
although the principles laid down may lack 
novelty. 

The assessor had a number of bus 
companies in his area and investigation 
had shown that there was a ratio between 
the cost of petrol and oil and the profits 
realised by the companies. The appellant’s 
returns and accounts, save for the initial 
period, failed to satisfy the test and when it 
had been sought to check the gross receipts 
shown by the accounts it was found that this 
could not be done adequately because the 
carbon copies of the company’s ticket- 
books were missing. Exercising his rights, 
the assessor had, therefore, rejected the 
figures shown by the accounts and, save for 
the initial period, had made estimated 
assessments for the several years. On appeal 
to the Commissioner, the assessments, save 
that for the initial period which was 
confirmed, were somewhat reduced 
although still largely in excess of the 
amounts returned. A further appeal to the 
Board of Review having failed, a case had 
been stated for the opinion of the Supreme 
Court upon a point of law, but without 
success. 


The point of law arose because in the 
appeal before the Commissioner the assessor 
had put in a statement, referred to as R.14, 
which inter alia had given anonymous details 
relating to seven other bus companies; and, 
in the course of his judgment, Lord Simon 
pointed out that there had been no necessity 
for the assessor to give his reasons for 
rejecting the company’s returns or for his 
own estimates made to the best of his 
judgment. Whilst, however, it was conceded 
by the appellant company’s counsel that the 
ratio above-mentioned might properly have 
been supported by total figures, three 
objections were put forward against R.14 
being admitted. In the first place, although 
anonymity had been observed, it was 
contended that it was a breach of Section 
4(1) of the Ordinance prohibiting the 
disclosure by any official of “ matters 
telatine to the affairs of any person.” As to 


this it was held that the Section had not 
been infringed. The second objection was 
that it would be unfair to make use of the 
figures in the seven other cases since the 
appellant could not be given an oppor- 
tunity either of examining the files, etc., or 
of ascertaining which were the companies. 
The answer to this objection was that as the 
appellant could have had no complaint if 
the ratio had been applied without details 
there was no injury because these had not 
been withheld. The third objection was that 
R.14 also contained figures and a statement 
by the assessor thereon showing that nearly 
all the bus companies had understated their 
gross receipts. On this the Council was 
emphatic that if the argument was that as 
other bus companies had made false returns 
the appellant had also done so, this would 
have been wholly inadmissible. Here, 
however, it appeared to be intended only as 
a retort to the argument that the gross 
receipts shown by the accounts should be 
accepted. 

Whilst the Council held that there were 
columns in the impugned statement which 
might lend themselves to an illegitimate 
argument, the grounds of the Supreme 
Court’s decision were approved, viz.: 

The income tax authorities were entitled to 
reject the return made by the company and 
to substitute their own higher estimate of 
profits; that before the Board of Review the 
burden lay upon the appellant to. . . establish 
some lower figure; that reliance on a ratio 
between net profit and expenditure on petrol 
and oil was legitimate; and that R.14 
showed there were solid grounds for accepting 
such a ratio. ... 

Two comments may be made on the case. 
The statutory declaration of an Inspector 
forbids him to “disclose any particular 
contained in any _ statement, return, 
schedule or other document.” Further, in 
the case of businesses of a different type, a 
ratio based on aggregate figures without 
details may be completely misleading. 


Sale of lorries at open market price—‘ Buyer 
is a body”? controlled by seller—Sale before Act 
came into force, before Royal assent and before 
** appointed day”—Whether “‘ limit of re- 
charge’ applicable—Income Tax Act, 1945, 
Sections 15 and 59. 

Prior v. George Martin (Fulham) 


Ltd. (Ch. December 1, 1952, T.R. 467) 
arose out of a sale of lorries upon April 1, 
1944. From the judgment of Harman, J., it 
appears that the seller was a body over 
whom the buyer had control ; and the issue 
was whether the transaction was within the 
mischief of Section 59 of the Income Tax 
Act, 1945. This Section, applying to cases 
of such relationship, by curtailing where 
applicable the capital allowances provided 


for in Section 15 of the Act, was intended to 
limit the losses which the Revenue had been 
apt to suffer from inflated figures. In 
effect, the “limit of recharge” fixed by . 
Section 59 is the cost to the seller and, so, 
for the £1,500 for which the lorries in 
question had been sold, the Revenue 
claimed to substitute the sum of £915. For 
the Crown it was contended that the 
Section applied to the transactions 
although April 1, 1944, was before the year 
of assessment 1945-6, before the Royal 
Assent to the 1945 Act on June 15, 1945, 
and before the “ appointed day,” April 6, 
1946. The Special Commissioners had held 
that Section 59 did not apply before the 
year 1945-6; but Harman, J., reversed their 
decision on this point, saying that he saw 
no reason why the Section should not apply 
to sales before the Act came into force. 
From the report of the judgment, which 
may well be in error, it would seem as if 
the judge regarded Section 59 as a relief 
section instead of a limitation of relief 
section cutting down the general applica- 
tion of Section 15. 

For the time being, however, the point 
became unimportant as soon as it was 
conceded in Court that the £1,500 sale 
price represented the open market price 
of the lorries. . The case then became on all 
fours with Wilson (Dumblane), Ltd. v. C.I.R., 
noted in our issue of November last at 
page 374; and Harman, J., following the 
decision of the Court of Session against the 
Revenue, therefore upheld the decision 
of the Special Commissioners but for a 
different reason. 


Trade—Business of carrying passengers on sea 
trips—Ancillary  ship-building—Cessation of 
sea trips in 1939—Ship repairing for Admiralty 
—After close of war purchase of ships to resume 
sea-trip business—Sale of ships—Purchases and 
sales of other ships—Whether profits from sales 
in the way of trade. 

Bolson & Son, Ltd. v. Farrelly (Ch., 
November 28, 1952, T.R. 461) was a case 
where the appellant company had been 
formed in 1931 to take over a business 
which consisted of carrying passengers off 
the beach at Bournemouth and the building 
in a shipyard of the ships required. In 
September 1939 the sea trips came to an 
end with the outbreak of war and the 
company turned to Admiralty repair work. 
At the end of the war in order to get back 
to the sea-trip business it bought a number 
of vessels. There were, in fact, a number 
of purchases and sales from which after 
repairs, etc., had been carried out 
profits amounting to £40,000 were made 
between 1947 and 1950, all of which 
transactions were alleged to represent 
efforts to get vessels suitable for re-starting 
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the sea-trip business. The last two or three 
transactions had resulted in a loss of 
* £50 or so,”” and Harman, J., remarked, 
in the course of his judgment in favour of 
the Crown: 
by some curious coincidence, at the moment 
when it ceased to be profitable, it was exactly 
the right moment to stop and it was no longer 
necessary to sell a boat and buy another. 
The Commissioners had held “ that the 
profit on the sale of the ships was taxable ” 
and, although the judge was extremely 
caustic at their expense, he came to the 
conclusion that what must have been in 
their minds was 
this was a ship-building and repairing busi- 
ness, and the profits made were largely made 
by repairing these ships, which was part of 
the ordinary trade of this company. Not- 
withstanding that they were bought with the 
object of re-establishing another activity of 
the company, nevertheless, the purchase and 
sale after conversion in the case of these ships 
was one of the normal trading activities of 
the company; 
and he decided that there was evidence 
upon which they were entitled to come to 
that conclusion. In the course of his judg- 
ment, Harman, J., said that the apparent 
acceptance of a certain statement appeared 
“to suggest that the General Commis- 
sioners, who have believed all this, were 
rather gullible people; ’’ but the conclusion 
at which they arrived suggests otherwise 
and, after all, they do not draw up but only 
sign cases for the Court. The fault lay 
elsewhere. 


Assets held by Custodian of Enemy Property— 
Realisation and investment of proceeds—Pay- 
ment of income tax on income— Transfer of assets 
and income to owner—Whether income tax pay- 
able on income received by Custodian— Whether 
Custodian entitled to deduct income tax—Crown 
servant—Income Tax Act, 1918, Schedule D, 
Miscellaneous Rule 1—Trading with the Enemy 
Act, 1939, Section 7(1)—Finance Act, 1944, 
Section 42; Schedule IV, Part I—Treaty of 
Peace (Hungary) Order, 1948 (No. 116), 
Article 1, 3(i). 

Bank voor Handel en Scheepvaart 
v. Custodian of Enemy Property( Ch., 
January 18, 1952, T.R. 37; C.A., Novem- 
ber 3, 1952, T.R. 493) was by way of 
sequel to the sale in 1940 of gold bars 
belonging to a Dutch company by the 
Custodian of Enemy Property. The pro- 
ceeds had from time to time been invested 
in Treasury bills, purchased at a discount, 
and these operations had resulted in a 
profit or income of £151,454. The Custod- 
ian had paid income tax, amounting to 
£76,326, and the practical issue in the case 
was whether the plantiff bank (in which a 
Hungarian national was the principal 
shareholder) was entitled to receive, in the 
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post-war settlement, from the Administra- 
tor of Hungarian Property, the gross or 
the net amount, in fact whether the Custo- 
dian was assessable by virtue of the 
Income Tax Act, 1918, Schedule D, Mis- 
cellaneous Rule 1, as a person “ receiving 
or entitled to the income ” or was immune 
from liability as a Crown servant on the 
ground that the Income Tax Acts do not 
bind the Crown. By the Finance Act, 1944, 
Schedule IV, Part I, para. 1, it was pro- 
vided that the same assessments to income 
tax were to be made on the Custodian as 
might have been made upon the person who, 
but for the trading with the enemy legisla- 
tion, would have been entitled to receive 
the income. It had, however, been conceded 
that the wording of para. 1 was inapplicable 
to the income in question. 

In London County and Auxiliary Zones 
Association v. Nichols (1949, 1 K.B. 35), 
Scott, L.J., had used the term “ Crown 
status ” to apply to those who by virtue of 
their office enjoy Crown immunity, and 
Devlin, J., devoted most of his judgment 
to an elaborate analysis intended to deter- 
mine whether the Custodian of Enemy 
Property, an official appointed at the 
discretion of the Board of Trade to hold 
the office with its statutory duties and 
powers, could be said to have received the 
£151,454—to quote the judge— 

as a servant of the Crown or, as ‘I put it, 

as a person having Crown status. I am 

satisfied that he did receive it as a person 
having Crown status, or, at the least, that he 
received it for a Crown purpose. 
He therefore held that the Custodian was 
exempt from tax and that the plaintiff 
bank was in consequence entitled to 
receive the £151,454 in full. 

A unanimous Court of Appeal reversed 
this somewhat surprising decision in three 
judgments, all of them _ illuminating, 
emphatic and ‘extremely interesting. The 
subjects examined included the nature of 
Crown immunity, the limits of the field 
within which it is effective and to whom 
it applies, the official status of the Custodian, 
and the legal position of the beneficial 
interests in the assets, including income 
received and held by him during the 
retention period. All three lords justices 
were agreed that the important point was 
not the status of the Custodian. As to this, 
Denning, L.J., after analysing his constitu- 
tional position as an official, concluded that 
he did not possess “‘ Crown status,” whilst 
Romer, L.J., held that this question was 
only relevant, if at all, to the question of 
the purposes to which the income under 
consideration could be applied. All were 
agreed that Crown immunity would apply 
only if this income were part of the public 
revenues of this country. 

In the judgments of Evershed, M.R., and 
Denning, L.J., there were passages relating 


to Crown immunity of more than ordinary 
interest and general importance. Th» 
latter, referring to the finding of Devlin, J, 
above-mentioned, said: 

This ruling of the judge is based on the 
maxim that the Crown is not bound by q 
statute unless expressly named therein. This 
maxim is, as counsel for the Administrator 
said, too widely expressed. It would be more 
accurate to say that the Crown is not to be 
prejudiced by a statute unless it is clear that 
Parliament intended it should be. 


The reasons, the lord justice said, were 
historical and, inter verbos, he quoted from 
Willion v. Berkley (1560, 1 Plowden 223): 
And because it is not an Act without the 
King’s assent, it is to be intended that when 
the King gives his assent, he does not mean to 
prejudice himself or to bar himself of his 
liberty and privileges, but he assents that it 
shall be a law among his subjects. 
To the question whether the Crown would 
be prejudiced by the Custodian paying tax 
there was, of course, on the facts of the case, 
only one answer. 


Dividend on cumulative preference  shares— 
Underpayments of dividend due to erroneous con- 
struction of partial tax-free provision—Aggregate 
sum to make up deficiency—Period of recoverable 
deficiency—Which shareholders entitled to pay- 
ment—Rate at which tax deductible—Incom 
Tax Act, 1952, Section 184(1). 

Godfrey Phillips, Ltd. v. Investment 
Trust Corporation, Ltd., (Ch. December 
10, 1952, T.R. 507) was a sequel to Friend 
Provident and Century Life Office v. Investment 
Trust Corporation, Ltd. (1951, 2 All E.R. 632; 
go A.T.C. 321), noted in our issue of Octo- 
ber, 1951, at page 389. In the latter case, 
the House of Lords had decided how 4 
““B” preference dividend, which had t 
be a clear sum of 6 per cent. per annum 
less income tax in excess of 6s. in the f, 
had to be computed. As a result of that 
decision, the preference shareholders in 
question had been underpaid on and after 
October 31, 1939; and the appellant com- 
pany had submitted a special case for the 
opinion of the Court as to how their lord- 
ships’ decision should be implemented. The 
method of computation adopted by the 
appellant company had been firs! 
challenged by a shareholder in September 
1948, and the action which resulted in the 
final decision had been begun on Decen- 
ber 22, 1948. The decision of Wynn-Parry, 
J., was as follows : 


1. No period of limitation was applicable. 

2. The aggregate sum payable to the “B” 
preference shareholders was a_ dividend 
which, although calculated over the whole 
period of short-payment, was a dividend 
in respect of the year in which declared 
and, therefore, could only be paid to thos # 
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who were shareholders at the declaration 
date. 

. The rate of tax deductible from the aggre- 
gate sum was under Section 184(1) of 
I.T.A. 1952, the standard rate in force 
at the time of the declaration of the 
dividend. 

The nature of the case does not justify 
an extended note, but the legal position 
yould appear to be complex and, inter alia, 
joking at the matter objectively, it would 
gem that the House of Lords decided that 
the tax deducted had been excessive and, 
ypon this footing, the present writer finds 
ithard to see why any tax at all should be 
deducted from amounts which only make 
stitution of such excessive deductions. 
The right to deduct tax under Section 184(1) 
—-Rule 20 of General Rules, I.T.A. 1918 
_is dependent upon the judge’s finding that 
the payments would constitute dividends 
yithin the meaning of the Section. 


ESTATE DUTY 


Testator domiciled in United Kingdom—More 
tun half of estate situated in Canada—Legacies 
“free of legacy duty and all other death duties ”’ 
—Double Taxation Relief—Canadian Succession 
Duty—Credit of Canadian duty against United 
Kingdom Estate Duty—Whether legacies free of 
Canadian duty—Finance Act, 1949, Section 27— 
Double Taxation Relief (Estate Duty) (Canada) 
Order, 1946 (No. 1884), Article V. 

InIn re Goetze (C.A., December 15, 
1952, T.R. 511), the testatrix had died on 
ebruary 12, 1951, domiciled in England. 
Ofa total net estate of £431,501 more than 
lalf, £230,243, was represented by shares 
ina Canadian company which, although 
ubject to United Kingdom Estate Duty, 
iso attracted Canadian Succession Duty, 
mounting to £82,034. By virtue of the 
Double Taxation Relief (Estate Duty) 
Canada) Order, 1946, Article V, this 
(Canadian tax was allowable as a credit 
iainst the United Kingdom estate duty 
chargeable, which at 65 per cent. amounted 
0 £280,475. By her will, made on March 2, 
B49, the testatrix had bequeathed 43 

pecuniary legacies and annuities to persons, 
of whom, save two, survived her. By 
Uause 2 she declared that: 

all legacies and annuities . . . are to be 
paid free of legacy duty and all other death 
BB duties. 

y, ad Upjohn, J., had held that whilst this 
use gave relief from United Kingdom 
Slate duty attributable to the Canadian 


pe (pate, which ought to be borne by the 


siduary estate, the Canadian succession 
duty attributable to the legacies and annui- 
its ought to be borne by the beneficiaries. 
unanimous Court of Appeal reversed his 
itcision upon the second point, although 


there were certain variations in the judg- 
ments. 

Upon the point that such a provision in a 
will did not exempt the beneficiaries from 
other than United Kingdom estate duty, 
Upjohn, J., had followed the decision to 
this effect of Wynn-Parry, J., in Jn re Cunliffe- 
Owen (1951, Ch. 964; 30 A.T.C. 151), and 
Jenkins and Romer, L.JJ., agreed with 
this view, Somervell, L.J., expressly reserv- 
ing the point and “in particular whether 
there is a rule as laid down by Wynn- 
Parry, J.”” Assuming, however, that a pro- 
vision so worded was so limited in_ its 
effect, the Court was unanimous that as 
the Double Taxation Order did not reduce 
the United Kingdom estate duty but only 
gave a credit against it, the amount paid 
was for present purposes a payment of 
United Kingdom estate duty because under 
the terms of the Order it served the double 
purpose of: 

discharging both the Canadian succession 

duty and also a like amount of United King- 

dom estate duty. 

Romer, L.J., made a reservation with which 
Jenkins, L.J., agreed, that the conclusion 
reached was without prejudice to any case 
based on the changes effected by Section 27 
of the Finance Act, 1949, whereby, subject 
to the provisions of that section, legacy and 
succession duties were abolished. 


STAMP DUTY 


Conveyance on sale—Additional duty—Exemp- 
tion for charities from additional duty— Whether 
trust established for charitable purposes onlyp— 
43 Eliz. 1, Ch. 4—Stamp Act, 1891, Schedule— 
Finance ‘(1909-10) Act, 1910, Section 74— 
Finance Act, 1947, Sections 52 and 54(1). 

In Baddeley (Newtown Trustees) v. 
C.I.R. (Ch., December, 18, 1952, T.R. 
485), the question was whether two convey- 
ances to trustees which by Section 74 of 
Finance (1909-10) Act, 1910, had to be 
regarded for stamp duty as conveyances 
on sale were subject to the additional duty 
imposed by Section 52 of the Finance Act, 
1947, or were relieved therefrom by 
Section 54(1) of the same Act as being 
conveyances to trustees of a trust estab- 
lished for charitable purposes only. Of the 
two deeds in question one transferred to 
trustees for the Stratford Newtown Metho- 
dist Mission under the name of “ The 
Newtown Trust ” a piece of land on which 
were already erected a mission church, a 
lecture room and store, whilst the other 
transferred to the same trustees four pieces 
of land and a sum of £10,000 as an endow- 
ment fund. The objects in the deeds were 


the promotion of the moral, social and | 


physical well-being of persons resident in 
the county boroughs of West Ham and 
Leyton, who: 


are in the opinion of such leaders (of the 
Mission) members or likely to become 
members of the Methodist Church and of 
insufficient means otherwise to enjoy the 
advantages 
provided by the trustees. The Revenue had 
refused to regard the trust as within the 
charitable exemption and Harman, J., dis- 
missed the trustees’ appeal, following 
Londonderry Presbyterian Church House Trustees 
v. C.LR. (1946, 27, T.C. 431), a case with 
many similar features. In what particular 
circumstances, if any, a trust providing 
recreational benefits for the impecunious in 
the hope that those who come to play will 
remain to pray as members of a particular 
religious body will be held to be a charity 
would seem to be at present undecided. 
Nevertheless, although the a vancement of 
recreation may not yet have been recognised 
as being in itself a charitable object, how 
near the Chancery Division has come to 
doing so will be realised if reference is made 
to C.I.R. v. Glasgow Police Athletic Association 
(1951, T.R. 419), a case dealt with in our 
issue of May, 1952, at page 167. In that 
case, the Court of Session refused, on a 
technical point of evidence, to recognise 
the English decisions and, apparently, 
in effect, sent the Crown to the House 
of Lords. The revolt of the Scottish judges 
may possibly have brought nearer the day 
when a serious attempt will be made by 
legislation to clean up the mess resultant 
from a vast number of judicial decisions, 
manv of them discordant, so that, inter alia, 
the charitable exemption may be confined 
within commonsense limits. It will be no 


easy task. 


Tax Cases—Advance 
Notes 


By H. MAJOR ALLEN 


House or Lorps 
In re Brassey’s Resettlement. Feb- 


ruary 5, 1953- 
Facts —The facts and decision of the 


Court of Appeal in this case were reported 
in Accountancy for September 1951, at 


page 350. 
Decision —The House of Lords allowed 


the trustees’ appeal. 
D’Avigdor-Goldsmid v. C.I.R. Feb- 


ruary 5, 1953- 
Facts.—The facts and decision of the 


Court of Appeal in this case were reported 
in Accountancy for December 1951, at 


page 456. 
Decision—The House of Lords allowed 


the taxpayer’s appeal. 
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Court or AppeAL (Denning and Morris, 
(L.JJ-) 

C.I.R. v. Pearlberg. January 19, 1953. 

Facts.—Assessments under Rule 8 of No. 
VII of Schedule A were made in respect of 
certain properties, the person named in the 
assessment not being P. Notices having been 
duly served on P. under Section 12 and the 


Revenue issued a specially indorsed writ for 
recovery of the Schedule A tax from him, as 
landlord. PP. thereupon sought leave to 
defend the action upon the grounds that as 
to some of the properties he was not, and 
never had been, owner or occupier, and as 
to the remainder that at the time of the 
assessments he was an undischarged bank- 
rupt and any rights he had in the property 


The Master gave leave to the Revenue ty, 
sign final judgment for the amount <iaimed, 
and Havers, J., in chambers, confir ned his 
order. P. appealed. 

Decision—Held, that as no appeal had 
been lodged against the assessmenis, there 
was a conclusive presumption that the ta, 
was due from P. as landlord. The appeal 
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had passed to his trustee in bankruptcy. 


accordingly failed. 


BENEFICIARIES UNDER A WILL OR INTESTACY 


ANY INCOME RECEIVED BY THE PERSONAL REPRESENTATIVES 
of a deceased person (abbreviated below to “ executors ”’) 
before the date when the residue is ascertained, that is, 
during the administration period, suffers tax in the hands of 
the executors. 

Any sums paid out during that period to beneficiaries 
are in the first place regarded as net income of the year of 
payment. The gross equivalent is income of the beneficiary. 
On completion of the administration an adjustment has to 
be made, which depends on the type of interest that the 
beneficiary has in the estate. 

If the beneficiary is a life tenant only, his share of the 
total net income of the estate for the whole period is 
apportioned over the period as if it had accrued evenly over 
it. The sums appropriate to each year of assessment are 
then grossed by reference to the standard rate for the year, 
and the liability to income tax (including sur-tax) is 
recomputed and any necessary repayment or additional 
assessment made. 

Where, however, the beneficiary has an absolute interest, 
the income for the period is ascertained as follows: 

From the actual aggregate income of each year of 
assessment (or part year), there are deducted: 

(i) Any annual payments charged on the residue; 

(ii) Expenses of the executors which, in the absence of 
any express provisions in the will, would be properly 
chargeable to income, and 

(iii) income to which any persons are specifically 
entitled. 

The beneficiary’s share of the amount so found is his 
income for the year in question, grossed up as usual. 
If, by grossing up the final payment at the rate of tax for 
the year in which the administration is completed, (a) the 
aggregate of that gross amount with the grossed amounts 
already paid is less than (6) the aggregate of the grossed 
actual income of each year, each year’s grossed actual 
income is reduced in the proportion that (a) bears to (0). 
In other words, if the net income receivable, grossed up at 
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dates of payment, is less than the gross estate income of the 
period, the former total is regarded as the maximum 
income of the period. Any necessary repayment or 
additional assessment will follow. 

Illustration: X died on August 15, 1949. The administration 
period was completed on May 19, 1952. The estate was left as 
to half for life to Y, and subject thereto the whole to Z. The 
relevant figures are as follows: 


Income Payments in year to— 
(net) Y Z 
£ £ 
15.8.49 to 5.4.50.. oo 825 330 220 
6.4.50 to 5.4.51.. ia 935 440 550 
6.4.51 to 5.4.52.. - 525 315 315 
6.4.52 to 19.5.52.. as 105 110 110 
£2,390 £1195 £1,195 
Accrual of Y’s income: 
1949-50 233days {£276 
1950-51 385 »3 433 
1951-52 § » 434 
1952-53 44 » 52 
1,008 £1,195 
Adjustments 
Income included in first Amended 
” place (gremed) Income (gross 
1949-50 600 502 
1950-51 800 
1951-52 600 26 
1952-53 = 
Z (Half of estate income) 
1949-50 400 Boo x 221° _ 
2,250 
1950-51 1,000 850 Pa 
1951-52 600 500 ” 
1952-53 210 100 mm 
£2,210 £2,250 
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FINANCE 


The Month 


A Qualified Optimism 

THE PICTURE PRESENTED FOR THE INVESTOR’S 
inspection during the past few weeks has 
continued to combine elements of the good, 
the bad and the indifferent in about equal 
proportions. The pessimist will say that, 
while the favourable factors are, for the 
most part, likely to be transient, the un- 
favourable ones have been with us so long 
that there is no hope of their disappearance 
unless drastic action is taken. This, however, 
does not seem to be the common view, for 
almost every section of securities has con- 
tinued to rise. There is some ground for 
hope, if none for complacency, in the con- 
tinued strength of sterling in the foreign 
exchange market and in such items as 
the rise in exports and the expansion in 
steel production. But it cannot be said 
that either the showing of the weekly 
revenue return, or such calculations as can 
be made of the outlook for tax yields next 
year, give any ground for expecting relief 
in the taxation of industry during the 
coming year. It is also the case that, by and 
large, the general run of new company 
reports, covering periods which ended some 
months ago, show lower trading profits, 
while in many cases the net profit, after 
reduced tax allocations—which will make 
the Chancellor’s task more difficult—is often 
also down on the year. But certainly the 
market remains optimistic. Further action 
on credit is regarded as a thing of the past 
and it is still felt that the New Year has 
good things in store. The cynic replies that 
this is just a reflection of inflation, due to 
Government overspending, and he may be 
proved right. Meanwhile, the appreciation 
in values is not very different from that 
recorded a month ago. According to the 
indices of the Financial Times between 
January 23 and February 20 movements 
were as follows: Government securities, 
94°84 to 95°08; fixed interest, 106-01 to 
106-33; industrial ordinary, 118-9 to 123-6; 
gold mines, 95-10.to 100-05. 


More New Issues 


The succession of new issues, each more 
favourably received than the last, failed to 
continue in February, which opened with 
the virtual failure of the offer of £10 million 
stock by Southern Rhodesia. There is no doubt 
that the real reason for the heavy propor- 


in the City 


tion left with the underwriters in this case 
was that the stock was of too long a date, 
a maximum of 39 years, to appeal to most 
investors. Matters may have been made 
worse by the news of the flood disaster, but 
this cannot explain the whole of the 78 per 
cent. which the public failed to cover. 
This issue was followed by one of a rather 
new type, the offer at par of £500,000 
6} per cent. cumulative Preference shares 
and 300,000 Ordinary shares of 10s. each, 
at 20s. 6d., by Lyle Shipping. The success 
here was abundant and recalls the over- 
subscription of the recently offered industrial 
debentures. It is to be noted, however, 
that there was a modest offer of equity 
shares which are understood to have been 
very eagerly sought. This probably repre- 
sents long accumulated arrears of demand 
rather than any sudden conversion of 
investors in general to risk capital. 


Official List Prices 


It is interesting to note that the Council 
of the Stock Exchange has issued a reminder 
to jobbers that the closing prices in the 
official list ought to be both up-to-date 
and as narrow as possible. Except that they 
are the basis for estate duty valuations, it 
is difficult to believe that these closing 
prices are widely accepted as being anything 
but a rather bad second best to a real 
quotation from a jobber. However, once 
this is understood, they are of value as the 
closest approximation obtainable, without 
actually testing the market, for those securi- 
ties which are not quoted daily by the lead- 
ing newspapers. Certainly they should be 
up-to-date, but it is to be noted that the 
complaints on which the Council’s action 
is based have arisen at a time when such 
activity as exists in the market is restricted 
to a comparatively narrow range of 
securities. It is not possible to provide a 
close and reliable double quotation when 
turnover is at a minimum. 


Imperial Tobacco Earnings 


‘The trading profits of the Imperial Tobacco 


group fell in the year ended October 31 
by some 12 per cent. to rather over 
£20,250,000. But this does not mean, so far 
as can be determined from the preliminary 


statement, that the sale of tobacco has been 
any less profitable. It is due in the main to 
the fall in value of paper, which has affected 
the earnings of the ancillary businesses, 
while a further amount of around £1 million 
arises from the fact that the special surplus 
is gradually being exhausted. Since this 
surplus is, very properly, transferred to leaf 
replacement account its size does not affect 
the amount available for distribution except 
in so far as it influences the total tax provision. 
This has fallen sharply so that the net profit 
of the group is only slightly lower. Actually, 
that of the parent is higher and the dividend 
of 20 per cent. means that the distribution 
is maintained in amount, being at a lower 
rate on the increased capital. The fall in 
prices has the advantage that it eases the 
financial position of the group. 


Share Bids 


It is, of course, no new thing for either 
a company or a group of individual; to 
make an offer for the shares of a public 
company and, since the war, there have 
been a number of new offers which have 
been based on the belief that the buyer 
could, at least in the short run and perhaps 
on any period, do better with the company 
than the existing board. We have just had 
a crop of these which have caused a good 
deal of comment among the public and, 
at least on one interpretation of the facts, 
some perturbation in more than one board 
room. More thoughtful people regard most 
of them with mixed feelings. It cannot be 
assumed that action which promises to 
raise the market price of a share is neces- 
sarily in the long term interest of the share- 
holders, but it is very natural that the latter 
should desire to take a large capital profit. 
If these transactions do harm rather than 
good—and only the future can answer the 
question—it is because of a compound of 
a very old and a moderately new weakness 
in practice. For far too long shareholders 
have been too lacking in interest in the 
affairs of companies in which they have 
holdings and, equally, directors have been 
far too ready to limit the amount of infor- 
mation given to that prescribed by law. 
Again, since the war, it has become a 
virtue to maximise the amount ploughed 
back and, under a system of inflation and 
penal taxation, this has usually been sound. 
It is clear that the taxation of profit ought 
to be drastically reduced—if only in the 
interests of the workers—but it is also the 
case that only a much wider interest in 
company affairs will bring a solution of this 
problem in the near future and there is a 
duty upon both directors and shareholders, 
as well as on others, to see that the maximum 
of information is made available in an 
intelligible form. 
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Points from Published Accounts 


Initial Allowances on the Rebound 
SoME COMPANIES ARE PROBABLY WISHING 
that they had not basked in the sunshine 
of initial allowances relief. They took full 
credit for this relief (sometimes without 
specifying the precise sum) before striking 
net profits, and the shareholder was given 
a rosier picture of the cover for his dividends 
than he should have been. It has been 
stressed repeatedly in these columns that 
the shareholder is entitled to know the 
** normal ”’ cover for his dividends, and that 
extraordinary debits and credits should be 
treated ‘“* below-the-line,’”’ or included in a 
panel and deducted from the amount 
brought forward or carried forward. While 
initial allowances were in force a company 
could produce a most misleading net profits 
figure if it had incurred heavy capital 
expenditure during a year of falling trade. 
Agreed, the comparative trading balance 
would have disclosed the setback but that, 
too, could have been masked by showing 
the trading profit after deducting deprecia- 
tion, tax, directors’ emoluments and so on, 
as some companies still choose to do. 

Now that initial allowances relief has 
ended H. and G. Simonds finds, with its 
latest report, that taxation has increased 
by no less a sum than £69,622. The 
chairman said at the meeting: “In 
explanation of this charge I would point out 
that apart from the extra tax payable on 
increased profits, we have not had the 
advantage of tax on initial allowances on 
new plant, etc., purchased after April 5, 
1952. In comparing the tax charge with 
that of the previous year it must be borne in 
mind that in the previous year our purchases 
of plant were very substantial and initial 
allowances operated throughout the year. 
Full credit for these was taken in estimating 
the taxation charge in that year.” 

The accounts show a margin of £56,601 
over total dividend requirements of 
£161,307, but a footnote indicates that in 
computing the tax charge for the year 
allowance has been made for approximately 
£48,000, against £76,000, being tax on 
initial allowances on new plant and on 
repairs expenditure on properties charged 
against the provision for property main- 
tenance. Shareholders are left to guess what 
would have been the dividend cover 
without initial allowances relief, but they 
will remark on the big additions to fixed 
assets shown in another footnote, and 


remark that it must have been very slender © 


indeed. 


In the preceding year the company 
created a tax equalisation reserve out of a 
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refund of tax on settlement of deferred 
repairs, and the chairman stated that this 
would be drawn upon in future years to 
offset tax losses incurred by the withdrawal 
of initial allowances relief. 


Debits and Credits 


The profit carried to appropriation account 
by Hecht, Levis and Kahn is struck after 
crediting items relating to previous years, 
profits on sale of fixed assets and trade 
investments, and a released tax provision 
made in previous years. Further, it is 
struck after charging expenses relative to a 
bonus share issue. All these items could be 
non-recurring, and it would therefore have 
been preferable to have shown them as 
** below-the-line ”’ entries. 

The balance brought down to appropria- 
tion account is split up into three parts, 
namely, (a) attributable to the parent, (d) 
attributable to subsidiaries, and (c) attribut- 
able to outside shareholders. This is an 
enlightening way of illustrating the cover 
for the parent’s dividends. 


Complicated Appropriation Account 


An extraordinary appropriation account is 
presented by Town Investments. Only if the 
ordinary shareholder finds the net cost of 
the dividend and compares it with the 
“balance carried forward and added to 
the unappropriated profits in reserve in the 
balance sheet” will he realise that his 
dividend is well covered. The trouble is 
that the company has struck a net profit 
subject to taxation before compiling the 
appropriation account, and the presentation 
of this is, to say the least, unusual. Here is 
the right-hand picture. 


Total profits for the year subject to 


taxation = 194,010 
Deduct: Profits tax 32,487 
161,523 
Deduct: Proportion ap- 
plicable to outside 
shareholders in sub- £ 
sidiary companies .. 7,521 
Dividend, subject to 
deduction of income 
tax on the Preference 
share capital of Town 
Investments Limited 21,910 
29,431 
Balance applicable to the Ordinary 
share capital of Town Investments 
Limited s - 132,092 
£132,092 


It will be observed that the Pref-rence 
dividend is charged at the gross amount, and 
that the carry forward from the previous 
year is omitted. To complete the story, here 
is the left-hand side of the appropriation 
account. 

Appropriations of the balance (shown opposite) 
applicable to the Ordinary share capital of 
Town Investments Limited. 

£ 
Income Tax on total profits ‘ 
for the year . 84,853 


Deduct: Retained or 
retainable from divi- 
dends paid and pro- 
posed and _ outside 
shareholders’ pro- 
portion of the profits 


45,641 
39,212 


Deduct: Provisions no 


longer required 3,380 


, a 351832 
Ordinary dividends paid 
and proposed subject to 
tax (net £34,994 after 
deduction of tax) ae 
Balance carried forward 
and added to unappro- 
priated profits in reserve in 
the balance sheet: 
Subsidiary companies . . 
Town Investments 
Limited 


66,656 


8,102 


21,502 


29,604 
£132,092 


If the company had shown net profits 
after all tax, and after deducting minority 
interests, and had charged dividends at their 
net amount, there would have been no 
need for one of the most involved methods 
of presentation that we have seen. 


West Riding Worsted 


Summaries are presented by West Riding 
Worsted and Woollen Mills for the benefit 
of shareholders, one showing the amounts 
and the percentages of profit before taxation 
taken by the Inland Revenue, net dividends 
and retentions, while the second gives a 


simple breakdown of the balance sheet. 


The accounts are expertly presented, and a 
satisfactory feature is that the issued capital 
of the parent is not shown as a lump sum in 
the group balance sheet. It is sometimes 
irritating to have to refer to the parent's 
balance sheet in order to find out how this 
item is compounded. 

Preference and Ordinary dividends are 
aggregated and deducted as a lump sum, 
which is a common practice, but neverthe- 
less unsatisfactory. It has the disadvantage 
that the Ordinary shareholder cannot see 
the specific cover for his dividends. More- 
over, the profits retained by the subsidiaries 
are deducted before striking the net profit 
of the parent, which is a holding company. 
It would be an improvement to show the 
deductions from the group net profit 4s 
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35,832 


56,656 


follows, because the net profit of the 
holding company is hd irrelevant: 


Net profit of the group £344,057 
Preference dividend (net) 18,047 

326,010 
Ordinary dividend (net) 106,306 

219,704 
Retained by subsidiaries 211,923 
Retained by parent £7,781 


By this means both Preference and Ordinary 
shareholders see at a glance the cover for 
their dividends. The group balance sheet 
is drawn up on orthodox lines and the 
accounts as a whole are a useful model for 
students. 


Statement of Profit 


We have commented before on the 
statement of profit and loss which Weyburn 
Engineering submits in lieu of the usual and 
often useless narrative about profits that is 
contained in directors’ reports. It is in 
narrative form, and is drawn up satisfactor- 
ily. Certainly it saves undue repetition and 
it is surprising that more companies have 
not followed what is a very sound practice. 
A possible improvement, which might well 
be adopted also by other companies, would 
be to deduct the Preference and Ordinary 
dividends separately, so that the undivided 
profits balance that is added on to the 


amount brought forward could be related 
to the dividends. An example is given in a 
succeeding note. Weyburn Engineering 
submits interesting analyses of where the 
money goes and of the current assets and 
current liabilities: they are reproduced at 
the foot of this page. 


Periodical Statements 

Only a sprinkling of companies supply 
their shareholders with quarterly state- 
ments, more is the pity, and in many cases 
investors have to go twelve months without 
information of any kind. While it is 
unwise to lay down any general rule, 
because of accounting problems, there is a 
case to be made for frequent statements, and 
it is strengthened by the mishaps of 1952 
which hit the City column headlines. Even 
though they may be out of date, quarterly 
statements should suggest to shareholders 
that the Board is on top of its job. 

It may be remarked that F. W. Wool- 
worth has apparently no difficulty in 
announcing its preliminary profits figures 
less than a month after the year-end. 
Quarterly statements are not published, 
but almost certainly the Board is supplied 
with monthly turnover and profits figures. 
The up-to-date control no doubt owes 
something to the tie-up with the American 
company. There may be some reluctance 
with the great body of companies to raise 


THE WEYBURN ENGINEERING COMPANY 


(2) BURDEN OF TAXATION ON THEM 


Profits Retained in the Business 


overheads by going to the lengths of 
statistical control on the other side of the 


Atlantic. But broadly speaking it does seem 
that the excellent examples of, amongst 
others, Catalin, Grays Carpets and Textiles 
and joshua Tetley could be followed by 
others. The last-named has recently 
sent its shareholders the following state- 
ment of trading and estimated profit for 
the last quarter of 1952, and this, with 
its successors; will be a very useful comple- 
ment to the annual accounts, which are 
among the most informative issued in this 
country. 
JOSHUA TETLEY & SON LTD. 
Trading and Estimated Profit for the three months 
ended Decem' 


ber 31 
1952 1951 
Sales of Cask and Bottled Ale 1,597,699 1,589,047 
Less Excise Duty collected and 
paid over to Revenue 985,548 988,863 
Net Sales of Cask be Bottled Ale 612,151 600,184 
Less Materials ioe ous = 
duction 288,400 279,936 
Profit on Sale of Cask and Bottled 
Ale 323,751 320,248 
Rents of Properties, Profits on 
Managed Houses, Commission, 
Interest and Sundry Income .. 31,277 30,843 
Estimated Total Income . 355,028 351,091 
Less inn, S Administration and 
Property Expenses 182,414 177,045 
Estimated Trading Profit 172,614 174,046 
Less Interest on Debenture Stocks 12,812 12,812 
Directors’ and Debenture 
Trustees’ Fees 1,129 1,129 


Estimated Profit before Taxation .. £158,673 £160,105 


LIMITED 


£ & 


The Profit for the year before providing for Taxation 153,383 
From * — be deducted the gross —_ of = dividends which have been, or are to be, distributed: 
af Sw emg” ome 3,600 
Ordinary Shares 31,500 
35,100 
leaving the gross value of the t which is to be retained in the busi id oh oa 118,283 
The Provision for Taxation on the profit of the year as shown in the Statement of Profit and Loss amounts to + ‘~ oe 111, 
Deduct the amount of Income Tax recoverable by deductions from the Dividends a ie e 16,672 oni 
Pn nhaoanna es <a de “6 ‘is re. a rr om zs iy Rn ai £23,610 
amount of profit set aside for use in the business, £118,283, therefore has to bear a taxation charge of £94,673: this is approxi- 
- 16/- in the £. (1951—14/2 in the £). 
(6) HOW THEY HAVE BEEN USED 
The amount of profit for the year to October 31, 1952, which has been set aside for use in the business is the net amiount of profit shown above £23,610 
A comparison of the financial position at October 31, 1951, with that at October 31, sant, chews Ghat the geet hes been cinested tn the Gustnam tn dhe Silleutng ayes 
There has been an increase in the value of Net Current Assets of 70,305 
From this should t be deducted the increase in Taxation reserves of 41,400 
And the decrease in the book value of the Fixed Assets of a 55295 46.605 
giving a net increase of £23,610 
THE COMPANY'S ABILITY TO PAY ITS WAY 
1949 1950 ngst ugee 
Current Assets (Cash, Debtors and Stocks) 213,23 238,271 278,490 389,261 
less: Current Liabilities (Creditors, Taxation and Dividends) : 132 55373 108,014 482 
Excess of Current Assets over Current Liabilities £143,909 £152,898 £170,476 £240,781 
. oe 
Percentage of Current Assets to Current Liabilities 308 279 258 
Percentage of Total Current Assets represented wd 
(a) Cash and Tax Reserve Certificates 38.16 39-48 33-55 31. 8s 
3 Debtors .. ee 28.68 .06 22.75 26. 
(c) Stocks and Work in Progress 33-16 34.46 43-70 41 
100.00 100.00 100.00 100.00 
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Publications 


AN EXPLANATION OF THE EXCESS PROFITS 
Levy. By H. A. R. J. Wilson, F.c.A., F.S.A.A. 
(H.F.L. (Publishers), Ltd., London. Price ras. 6d. 
(cloth bound) net, or 8s. 6d. (paper cover) net.) 


Many practising accountants started on 
the wrong foot regarding the Excess Profits 
Levy. Their clients were anxious to know 
what, if any, would be the effect of the Ievy 
upon their particular business, and advice 
was given on the basis of the Finance Bill, 
1952, which, as we now know, differed 
somewhat from the Act. But whatever 
doubts accountants may have had over this 
new imposition they can now quickly dispel 
them by obtaining a copy of this admirable 
little book. In it the author, with his 
customary skill, takes the reader step by 
step through “ one of the worst examples of 
legislation by cross-reference I have ever 


The book contains 111 pages, and 
chapters are devoted to Principles, Defini- 
tions and Computations of Profits, Standard 
Profits, Changes in Ownership, Groups of 
Companies, Méiscellaneous Provisions, 
Assessment, Collection and Appeals, and a 
final chapter entitled General Illustrations. 
There is also a table of cases and a good 
index. 

The author starts by setting out the 
purpose and scope of the levy and then, 
after listing the fourteen possible standards, 
he gives a useful list of definitions. The 
computation of profits is fully explained, 
as is directors’ remuneration; the various 
standards are dealt with clearly and 
concisely. Changes in ownership and the 
treatment of groups follow, and 
** Miscellaneous Provisions ” deals with such 
matters as transactions designed to avoid 
liability to the levy, the treatment of 
imvestment income, nationalised under- 
takings and companies the income of which 
is apportioned for sur-tax purposes. After 
explaining the method of assessment and 
collection, Mr. Wilson ends with a general 
illustration, starting with the profits tax 
computations of a director - controlled 
company and working through the levy. 
Computations are on the official Inland 
Revenue forms. (There is an unfortunate 
printing error in the profits tax computa- 
tions on page 99 where (b) has been 
inserted one line too high). 

The text is interspersed with worked 
examples, and the reviewer appreciated 
the “ extras” which the author has put in 
—such as his suggestion for arriving at the 
average borrowed money in the case of a 
bank overdraft, and “ points to watch in 
computations.” 
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The book is, as its title states, an 
explanation of the levy, it is published in a 
handy size and is one which will find a home 
in most accountants’ offices. It will be a 
useful book for the audit staff as well as for 
the tax maestros, and students, after working 
through their income tax and profits tax 
courses, should find it a boon. 

K. T. H. N. 


COMMERCE AND THE COMMERCIAL OFFICE. 
By William Campbell. Second Edition by 
H. O. Beecheno, B.com. (Sir Isaac Pitman 
& Sons, Lid. Price 30s. net.) 


This book can be said to be a complete 
course in the hybrid subject of commerce. 
The student of accountancy cover§ much of 
the ground in his studies of general com- 
mercial knowledge and economics; what 
the book has to say on the remainder will 
not much assist him in his professional 
examinations but will, nevertheless, be of 
immense practical value to him. 

The newly qualified accountant is usually 
ignorant of the practical machinery of a 
commercial office—as opposed to a pro- 
fessional one—and if he takes a commercial 
post may well find himself completely at a 
loss in purely routine matters. Even if he 
remains in the accountancy profession, it is 
an embarrassment if he has little or no 
understanding of the working of a client’s 
office; indeed he may well be required to 
advise on problems arising out of the office 
routine and even to make suggestions for its 
improvement. Admittedly, some _pro- 
fessional accountants do not consider that 
they should be expected to go so far beyond 
accountancy proper, yet can it be said, for 
example, that an auditor with an exporter 
for a client is fully equipped if he is not 
au fait with such matters as routine export 
procedure, consular invoices, bills of lading, 
irrevocable letters of credit and the like? 

The student of accountancy would do 
well, therefore, to work through this book 
as an “extra” to his examination course, 
answering for himself the comprehensive 
questions at the end of each chapter and 


concentrating upon such sections as ‘‘ What | 


Commerce Deals With,” ‘‘ How Commerce 
Functions,” ‘‘ Routine of Buying and 
Selling” and “‘ Business Office Methods.” 
(The useful hints on business corres- 
pondence, in the last of these sections, are 
particularly useful because many students 
of accountancy cannot express themselves 
tersely and clearly.) 

There are a few minor criticisms of the 
book. While nobody will disagree with the 
author when he states that multiplication is 


‘is uninterrupted by extracts from the 


only continued addition, it would be time. 
wasting to use an adding machine for 
multiplication, as suggested on page 373, 
and would probably result in inaccuracies, 
In the next edition, the book should be 
made more up to date and comprehensive 
in the chapter on ‘“‘ Mechanisation of the 
Office Work.”’ There have been enormous 
developments in mechanisation in postwar 
years, and one would rather see illustrations 
of the new machines and appliances than of 
a vertical filing cabinet and card indexes 
which have been in use for forty years, 
Future editions might discuss the PAYE 
routine and its problems, including the 
mechanical and semi-mechanical methods 
of coping with them. 
The layout and printing of the book are 
excellent, but the thickness of the paper 
makes it needlessly bulky. H. H, 


THE EXCESS PROFITS LEVY. By S. W. 
Magnus, B.A., Barrister-at-Law, and Maur. 
ice Estrin, a.s.a.A. (Butterworth G Co, 
(Publishers) Ltd., London. Price 32s. 6d. net.) 


This book differs from some others on 
the same subject which have been appear- 
ing in recent months in that the main text 


Finance Act, 1952. The relevant pro- 
visions of this Act, and other legislation, 
are reprinted separately, 187 pages of the 
book being thus occupied, and these pages 
alone provide a very handy reference book 
on this subject. 

Apart from the text and_ reprinted 
legislation, there are a table of contents, a 
table of statutes, a table of cases, and a full 
index. The paragraphs are numbered 
throughout the book instead of by chapters, 
the numbers appearing at the top of each 
page, and this arrangement makes reference 
exceptionally easy. 

The authors commence the work with a 
very excellent introduction which manages, 
in the space of less than five pages, to give 
a clear picture of the design of the Levy and 
summarises all the major provisions. There 
is, however, one slip where “ Section 21” 
companies are referred to as “ one-man 
companies.” 

It is recognised that it is very difficult to 
make any simple and straightforward state- 
ments about this Levy but it is rather 
misleading to state, as the authors do on 
page 6, that “ no company whose profits as 
adjusted for the Excess Profits Levy are 
£5,000 or less need be liable to the Levy” 
without, at one and the same time, referring 
to the exceptions in the cases of (a) com 
panies incorporated after January 1, 195? 
and under common control with some other 
company, and (6) inter-connected com 
panies. 

A large number of examples are givet 
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jut unfortunately some of these are in- 
grrect. For instance, in giving examples of 
dargeable accounting periods determined 
jy the Commissioners, where a company’s 
,counting periods are not of twelve 
gonths, the authors appear to have con- 
ised these provisions with the similar ones 
fr income tax and their example seems to 
jlow the taxpayer concerned to escape 
altogether Excess Profits Levy on the profits 
gf three months. There are also at least 
wo misprints affecting dates which might 
well confuse the reader. 

Apart from the mistakes in the examples, 
ame of which are self-evident, this book 
an be recommended both to the student 
and to the practitioner, although there is 
no getting away from the fact that the 
erors referred to are somewhat dangerous. 

Cc. W. D. Ss. 


iEMENTS OF ACCOUNTS. By Andrew Baston, 
jcom. (Cassell & Co., Lid. Price ros. 6d. net.) 


In this excellent book, designed both for 
ie beginner and for his teacher, Mr. 
laston reverses the order commonly fol- 
bwed by the unimaginative literature on 
vhich they have been compelled mainly to 
rely. 

Commencing with the balance sheet, the 

equation capital-+liabilities=assets is ex- 
jlained and the twofold effect on this 
quation of each and every transaction is 
amply demonstrated. The trading and 
profit and loss accounts are -explained as 
ubdivisions of capital. 
From these stimulating and lively begin- 
tings the author goes on to deal with the 
lasification of transactions by means of 
kdger accounts and subsidiary books, and 
he special problems arising in partnership 
ad company accounting. 4 

The interpretative function of account- 

acy is not forgotten, for Mr. Baston touches 
m the information to be gathered from 
financial statements and the machinery for 
is gathering. 
Double-entry is explained in terms, first, 
{plus and minus, as something naturally 
ad logically required to record the two- 
bld effect of transactions on the accounting 
‘uation, and is thus put neatly in its place 
*an important servant—but none the less 
‘“rvant, and never master. 

The author does not claim originality for 
he method he advocates nor indeed could 
te; the reviewer has adopted it for over a 
quarter of a century and Professor Wade 
br example) expressed it more fully in his 
Findamentals of Accounting. Nevertheless 
lis is the first English text the reviewer has 
‘me across courageously demonstrating 
lat the teaching and studying of element- 

/ accounts can be alive and inspiring and 
hota dreary raking over of the dry bones 
‘debit and credit. 


The text is admittedly for beginners but 
it is desirable to begin as you must go on. 
Mr. Baston describes the difference between 
fixed and current assets by reference to the 
gradually diminishing values of the former 
and the variable values of the latter. This 
is misleading, to say the least. The author 
would have done better to distinguish 
between these two classes of assets in terms 
of time and usage rather than in terms of 
value. Again, it is usual today to appro- 
priate dividends, not gross, but net out of 
the taxed fund of profits; nor are liabilities 
of a semi-permanent nature commonly 
referred to as “ fixed,” but as “ deferred ”’; 
assets are more often stated in order of 
permanence than of realisability. These 
are points of valid criticism from the teach- 
er’s viewpoint (and there are others) but 
they do not detract from the merit of the 
text from the student’s point of view. 

In the sincere opinion of the reviewer 
every teacher of elementary accounts 
should possess himself of a copy of this book; 
it will provide him with inspiration to make 
his teaching live; his students will under- 
stand the “ why ” of accounting and will no 
longer mutter without understanding of 
“ debits receiving, credits giving” and, in 
vain attempts to apply the mumbo-jumbo 
to such things as discounts, grow old before 
their teme. Thank you, Mr. Baston. 

R. A. 


THE FINANCE ACT, 1952, INCLUDING EXCESS 
PROFITS LEVY. A Summary for Engineers. 
(Engineering Industries Association, 9, Seymour 
Street, London, W.1. Price 3s. 6d. net.) 

This booklet of 12 octavo pages, published 
by the Engineering Industries Association, 
attempts to give particulars of those parts 
of the Act which are of direct or indirect 
interest to their members. The important 
Sections and Schedules relating to the 
Excess Profits Levy and the various changes 
in income tax are summarised, the actual 
numbering and headings of the Act being 
followed. 

The booklet seeks to use “‘ non-technical ” 
language and it is admitted that much 
detail has been omitted. Quite under- 
standably the reader is frequently referred 
to the Act for qualifications to the sum- 
marised position relating to the Excess 


Profits Levy. 
Whether the average engineer will be 
able to absorb sufficient detail to 


comprehend to any appreciable extent the 
scope of the Excess Profits Levy is a matter 
for conjecture, but at any rate the compilers 
of this booklet are quite clear that the 
computations must be dealt with by the 
accountant, who, it must be stated in all 
fairness, would be similarly incapable of 
appreciating fully the problems of the 


engineer. In these days of enforced 
specialisation it is more than ever true that 
the cobbler should stick to his last. 

A. E. F. 


MILLER’S EXCESS PROFITS LEVY LAW AND 
PRACTICE. By William Miller, m.a., LL.B. 
(Eyre and Spottiswoode (Publishers), Ltd., 
London. Price 22s. net.) 

This is one of a number of text-books on 
the new Excess Profits Levy which began to 
appear with commendable promptitude 
after the passing of the Finance Act, 1952. 
This book takes the form of an introductory 
synopsis, chapters devoted to each relevant 
section and schedule of the Act, and an 
index, all preceded by a table of statutes, a 
list of abbreviations used (which is incom- 
plete) and a table of cases. The main text 
consists of a reprint of the relevant parts of 
the Finance Act, 1952, with notes inter- 
polated after each sub-section and a 
few examples. 

The book would have been very useful 
as a reference work were it not that there 
appear to be too large a number of in- 
accurate statements and misprints which 
will undoubtedly tend to mislead the 
student or the busy practitioner who might 
turn to its pages for guidance. To take one 
example, the author states twice in his 
synopsis, and again indicates in the main 
text, that the minimum standard profits for 
a one-director company are £7,500 and for 
a two-director company £9,000. He is 
obviously referring to the provisions limiting 
deductions for directors’ remuneration in 
the case of director-controlled companies, 
but his statements are misleading as he does 
not limit his remarks to director-controlled 
companies, nor does he explain that it is 
the profits of the chargeable accounting 
period which are affected by the provisions 
and not the minimum standard. Further- 
more, he does not refer to the other pro- 
visions with regard to directors’ remunera- 
tion, such as the limit of 15 per cent. of the 
profits, and so on. 

Again, the author compares the Excess 
Profits Levy charge of 30 per cent. with the 
Excess Profits Tax charge of 100 per cent. 
(less 20 per cent. post-war refund), without 
mentioning, at the same time, that the 
former is not deductible for income tax 
purposes while the latter was so deductible. 

Many of the statements which tend to be 
misleading are due to attempts to over- 
simplify the very complicated provisions of 
the Act but it is indeed unfortunate that 
what might easily have been a first-rate 
text-book has thereby lost much of its value. 
It should further be mentioned that the 
reader is not helped by the use of such 


‘ unexplained abbreviations as “ O.U.K.,” 


which apparently means “ Outside United 
Kingdom.” Cc. W. D. S. 
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Readers’ Points and Queries 


Petrol Companies’ Agreements 
with Garages 


Reader’s Query.—On the return to branded 
petrols, certain companies are entering into 
“gentlemen’s agreements” with garages 
under which, in return for a promise to sell 
the company’s petrol exclusively, either a 
lump sum is paid or repairs or improve- 
ments are carried out to the premises or 
equipment. 

It would be interesting to have some 
observations on how these transactions 
should be dealt with both from an account- 
ing aspect and from the income tax angle. 

Reply.— Without details of the specific agree- 
ments it is impossible to make more than general 
observations. A lump sum appears to be a trade 
receipt unless its objects are specified and it is 
spent accordingly. If the repairs are paid by the 
petrol company, they do not appear to affect the 
garage profits. Improvements will enhance the 
value of the premises, but are capital in any event. 
Accountancy and tax seem, at first sight, to 
march in step here. Perhaps readers with experi- 
ence of such cases will let us have their views. 


Official Receipts 


Reader’s Query—Mr. Sheasby will have 
much support in raising the matter of 
receipts in advance of payments (AccouNT- 
ancy, February, page 64). Those who 
require such receipts seem to overlook that 
it is the debtor’s place to seek out and pay 
the creditor. 

I should be interested to have views on 
another matter connected with receipts. 
Companies usually put a note on their 
statements “ Official receipts only recog- 
nised,”” or words to that effect. Is this a 
good defence against a customer who pays 
cash to a servant of the company for which 
an “ official receipt ” is not issued because 
the money does not reach the cashier ? 

Would the answer be the same if the 
customer produced (a) an unofficial receipt 
on an invoice of a piece of notepaper, or 
(6) a “temporary receipt” on a form 
provided by the company? 

Reply.—Receipts are in general only prima 
facie evidence of payment, but normally once a 
receipt has been produced, the burden will be 
upon the creditor to prove that the money was not 
in fact paid. It may be, however, that if a 
creditor has warned a debtor that official receipts 
only will be recognised, the production of an 
unofficial receipt without further evidence might 
not satisfy the Court of payment. If it could be 
proved by other evidence that the money reached 
a servant, e.g. a cashier, who was expressly 
authorised by the company to receive it, the 
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company could not recover any further sum from 
the debtor even though no receipt at all was given. 
If the money was paid to a servant who had no 
express authority to receive it and the money 
never reached the cashier, the question whether 
that servant had ostensible authority to receive 
the money would depend on all the circumstances 
of the case; for example, the manager of a show- 
room who signed a receipt on a piece of notepaper 
while the cashier was temporarily absent would 
normally have ostensible authority, but an office 
boy might not: if, however, the office boy wrote out 
a “ temporary receipt’ ona special form provided 
by the company, he probably would have ostensible 
authority. 


Estate Duty—Agricultural Property 


Reader’s Query.—I am interested in the 
statement in Taxation Notes in your issue of 
January 1953, on page 19, that the lower 
rates of duty applicable to the agricultural 
value of land may, under certain circum- 
stances, apply in the case of a partnership. 
Can you tell me whether this concession 
applies not only to England and Wales but 
also to Scotland, or whether the difference 
in Scots law, where a partnership is regarded 
as a separate persona, makes it inapplicable? 

Reply.—We see no reason why the concession 
should apply only in England and Wales. The 
writer is advised to make sure by inquiry at the 
Estate Duty Office in Edinburgh. 


Director’s Fluctuating 
Remuneration 


Reader’s Query.—I feel that your answer 
to your correspondent’s letter on_ this 
subject (February issue, pages 61 and 62) 
was incomplete in one important respect. 

While it is true that where the period 
covered by a new source of income overlaps 
two fiscal years, the assessments made will 
exceed the total remuneration, here the 
disparity ends. Your correspondent may 
not be aware that the first assessment on 
** actual ” is only a basis of assessment and 
that the Inland Revenue will make no 
effort to collect the income tax so assessed 
and stated to be “underpaid.” This 
** underpayment ” will merely be carried 
forward year by year for adjustment when 
the source of income ceases, though this 
may be fifty years hence. 

Thus it will be seen that the income tax 
payable on remuneration to any date will 
not exceed income tax on the actual 
remuneration received. This is the com- 
plete answer to the client who asserts that 


his remuneration was taxed under PAyp 
when paid and, for this reason, he does no 
intend to pay any more income tax thereon, 
For sur-tax purposes, however, th 
initial assessment does carry with it , 
liability to pay the sur-tax so assessed, by; 
since this is not payable until one yea 
later, the taxpayer would, in normal ¢j. 
cumstances, have received a further year 
remuneration by the due date. 


Reply.—The original query was concerned with i 
the basis of assessment (the years to December 3I I 
having been treated after the first year as equivaley HH P48 

Aer 


to fiscal years), not with the question of paying 


tax before the remuneration is received. When ty ¥ API 
accounting year has been accepted as the basis of HU 
assessment, this automatically becomes the basis Hj 
for sur-tax purposes, and whilst it is true thy @ bn 
further remuneration will have been received @ 0% 
before the sur-tax is due for payment, this dos  *P* 
not alter the fact that with increasing remunen. © 
tion more sur-tax will be paid over the years thn U 
if the statutory basis were adopted. of 
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Notes 
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Company Law—effect of new issues on rights of 
wisting shareholders. 

In Accountancy for January 1953, at 
page 1,a short note appeared of the Bristol 
Aeroplane Co. case, in which the Court of 
Appeal decided that under the articles of that 
company a separate meeting of the prefer- 
ence shareholders was not required before 
bonus shares could be issued to the ordinary 
shareholders. This case has now been 
reported as White v. Bristol Aeroplane 
Co., Ltd. (1953, 2 W.L.R. 144). 

Under the articles a separate meeting 
of the preference shareholders was required 
to sanction any proposal which would 
“affect” their existing rights. The com- 
pany proposed to increase its capital by 
issuing to its ordinary shareholders bonus 
shares both ordinary and preference. The 
preference shareholders contended that 
this proposal would “ affect ” their rights, 
for, although each preference shareholder 
would continue to have one vote for each 
{1 of stock held, the value of the existing 
votes would be decreased by the creation 
of additional votes. Danckwerts, J., fol- 
lowed his own decision in Re John Smiths 
Tadcaster Brewery Co., Ltd. (1952, 2 A.E.R. 
751) and upheld the contention of the 
preference shareholders. 

The Court of Appeal reversed this 
decision. They said that a distinction must 
be drawn between the rights of the prefer- 
ence shareholders and the enjoyment of 
those rights. As a matter of business the 
enjoyment of the rights might be affected 
by the creation of new votes but on a true 
construction of the articles the rights them- 
selves were not affected. 

For the same reasons the Court of 
Appeal subsequently allowed an appeal in 
the Tadcaster Brewery case. A full report 
has not yet appeared. (See also page 75 
of this issue of ACCOUNTANCY.) 


Company Law—Insolvency—Right of bankrupt 
0 vote while registered as shareholder. 

Somewhat curiously it has never pre- 
Viously been decided whether or not a 
bankrupt shareholder remains entitled to 
‘ote at meetings of the company so long as 

name remains on the register. This 
question arose in Morgan v. Gray (1953, 
2W.L.R. 141). Danckwerts, J., decided 
that, in the absence of any express provision 
i the articles, a bankrupt is so entitled, 
though he must use his vote according to 
the directions of persons beneficially entitled 


to the shares, and normally the trustee would 
be the person beneficially entitled. 

His Lordship pointed out that, when a 
company is in liquidation, a bankrupt 
cannot claim to interfere with the adminis- 
tration as a contributory because by 
Section 216 of the Companies Act 1948 the 
trustee represents the bankrupt for all 
purposes of the winding-up and is himself 
a contributory. 


Company Law—Winding-up of Foreign Bank 

Yet another case concerning the Banque 
des Marchands de Moscou has been re- 
ported (1953, 1 W.L.R. 172). A previous 
case, noted in Accountancy for July 1952 at 
page 249, decided that a lawyer who had 
rendered valuable service in the bank’s 
affairs between the date of its dissolution in 
Russia and of a winding-up order in 
England had no legal claim for remunera- 
tion. It is pleasing to note that in this recent 
case an ex gratia payment by the liquidator 
to the lawyer was sanctioned under certain 
conditions. 


Company Law—Criminal liability of share- 
pushers 

By Section 12(1) of the Prevention of 
Fraud (Investments) Act, 1939, a criminal 
offence is committed by any person who... 
** by the reckless making of any statement, 
promise or forecast which is misleading, 
false or deceptive ” induces or attempts to 
induce another person to invest money, etc. 
In the well-known case of. R. v. Russell 
which has now been reported in 1953, 
1 W.L.R. 77, the Court of Criminal Appeal 
upheld the view of Donovan, J., that the 
word “ reckless ’” would cover a case where 
there was a high degree of negligence 
without dishonesty. 


Executorship Law and Trusts—Limitations on 
Powers of Court to sanction Alterations 

In Re Downshire Settled Estates 
and in Re Blackwell’s Settlement 
Trusts (1953, 2 W.L.R. 94), the Court of 
Appeal allowed appeals from the decisions 
of Roxburgh, J., noted in AccouNTANCY, 
November 1952 at page 94, and took the 
opportunity of setting out at some length 
the extent of the jurisdiction of the Chancery 
Courts to sanction schemes for trust 
property. All the members of the Court 
were agreed that it was not an objection 


to the sanction by the Court of any proposed 
scheme that its object or effect was or might 
be to reduce liability for tax, including 
death duties. The Court, however, held by 
a majority (Evershed, M.R., and Romer, 
L.J.; Denning, L.J., dissenting) that there 
was no unlimited jurisdiction to sanction 
schemes remoulding trusts merely because 
the schemes were or were likely to be of 
advantage to the beneficiaries. The Court 
had inherent jurisdiction to confer upon 
trustees, with regard to the trust property, 
administrative powers not conferred by the 
trust instrument when a situation had 
arisen creating a state of affairs that had to 
be dealt with and such that it was for the 
benefit of everyone interested under the 
trusts that the situation should be dealt 
with by the exercise of the administrative 
powers proposed to be conferred for that 
purpose; this jurisdiction did not extend to 
changes or rearrangements of the beneficial 
interests under the trust as distinct from 
rearrangements or reconstructions of the 
trust property itself. There were, however, 
two exceptions to this limitation: (a) where 
the trust provided no fund for the present 
maintenance of the immediate beneficiaries, 
e.g. where there was a direction for accumu- 
lation, the Court could order reasonable 
maintenance; (6) the Court could sanction 
“compromises” between _ beneficiaries, 
such as infants, who were under a disability 
and beneficiaries who were sui juris; and the 
word “compromises” should not be 
narrowly construed to mean only “ com- 
promises’ of disputed rights. Under 
Section 57 of the Trustee Act, 1925, the 
Court had no power to re-write the trusts 
but only to authorise specific dealings with 
the trust property; the jurisdiction under 
Section 64 of the Settled Land Act, 1925, 
was somewhat wider. 


In both the Downshire and the Blackwell 
cases the main point of the proposed 
schemes was that in order to save death 
duties the tenants for life should surrender 
their interests in part of the trust funds 
without thereby forfeiting their interest 
in the rest of the funds. The Court held in 
each case that the proposed scheme was a 
** compromise ” which could be sanctioned 
under its inherent jurisdiction: the Down- 
shire scheme could also be approved under 
Section 64 of the Settled Land Act, 1925. 

At the same time the Court of Appeal 
also heard a third case, Re Chapman’s 
Settled Estates, in which a settlor had 
made settlements for the benefit of his son 
and his son’s children and the settlements 
contained a maintenance clause worded 
in such a way that estate duty might arise 
on the death of the settlor. The proposal 
was that the maintenance clause should be 
reworded so as to avoid this liability. The 
majority of the Court held that they had 
no jurisdiction to sanction the proposal. 
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Letter to the Editor 


I.C.W.A. Fellowship in Management 
Accountancy 


Sir,—I welcome the comment included 
in your January issue, but feel that under 
the heading “Is it Really Necessary? ” 
your remark concerning “ the introduction 
of yet another accountancy qualification ” 
may mislead your readers. 

The Institute of Cost and Works Account- 
ants, by now awarding their Fellowship 
as a post-graduate qualification—as distinct 
from the customary practice in the pro- 
fession of granting the higher status solely 
on the basis of time spent in certain capaci- 
ties—is strengthening a present accountancy 
qualification which already has wide recog- 
nition, not adding another. 

In extending the Fellowship to all 
members in industry of recognised account- 
ancy bodies who comply with the required 
conditions of the Institute, the Council in 


my view is acting with foresight and is 
providing a distinctive qualification for 
experienced management accountants 
which can only enhance the value of the 
qualification already held. 

I have been a member of the Society 
for over twenty years, and would in no 
circumstances seek to disparage that quali- 
fication. - 

Nevertheless, it is not open to doubt that 
a newly-qualified Incorporated Accountant 
is better fitted by his training to enter 
practice than to take an industrial position. 
To be a successful industrial or manage- 
ment accountant requires a considerable 
amount of further training and study of 
particular subjects. I can personally 
testify to the value both from planned 
study and from association with others 
similarly placed that I have derived from 
membership of the I.C.W.A. 


THE SOCIETY OF 


Incorporated Accountants 


PUBLIC OPINION AND TAXATION 


Tue INcoRPoRATED AccouNTANTS’ LONDON 
and District Society held a dinner at the 
Savoy Hotel on February 4. Sir Richard 
Yeabsley, c.B.£., F.C.A., F.S.A.A. (Chairman 
of the London and District Society) was in 
the chair. 

The guests included: The Right Hon. 
Sir Raymond Evershed, pP.c., F.s.A. (Master 
of the Rolls); The Right Hon. Lord Piercy, 
c.B.E.; Mr. C. Percy Barrowcliff, F.s.a.a. 
(President of the Society. of Incorporated 
Accountants); The Hon. Mr. Justice 
Upjohn; Sir Edward Bridges, G.c.s., 
G.c.v.0., M.c.; Sir Arnold Plant; Mr. J. 
Millard Tucker, Q.c.; Mr. Frank Bower, 
c.B.E.; The Ven. Oswin H. Gibbs-Smith 
(Archdeacon of London); Professor F. 
Sewell Bray, F.c.a., F.s.A.A.; Mr. R. W. 
Wilson, F.A.c.c.A.; Mr. Charles Norton, 
m.c.; and Mr. G. F. D. Rice, A.s.A.A. 

The Right Hon. Sir Raymond Evershed, 
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P.C., F.S.A. (Master of the Rolls), proposing 
the toast of The Society of Incorporated 
Accountants, said he had always taken the 
view that of all professional men account- 
ants were the most enviable race of man- 
kind. They, and they alone, understood all 
the things that mattered, which others 
could not understand at all. 

Not so long ago there swam into their 
ken a large volume of the Income Tax Act, 
the notable work of his noble and learned 
friend, Lord Radcliffe, and of the mute but 
by no means inglorious draftsman, Sir John 
Rowlatt. To most of them the sight of such 
a volume brought dismay, not to say dis- 
gust, but he understood that there was not 
a single member of the Society who did not 
spend the whole of Christmas enthralled by 
that monumental work. They had, of 
course, filched from the indigent profession 
of the law the necessary expert knowledge 
about revenue, and, so far as he understood, 
they had filched from the princes of industry 


The difficulty of additional examination; 
after a lapse of years is apt to be e . 
ated, and it must be remembered that there 
is to be no duplication of examination jp 
subjects in which the candidate has already 
qualified. ; 

Although it may be that the Fe!lowship 
in Management Accounting would no 
attract many of the older members of other 
bodies who already hold responsible posi. 
tions, I am of the opinion that the oppor. 
tunity to take the Fellowship will appeal t 
any qualified accountant who is making a 
career in industry and still feels young. 

Yours faithfully, 
C. E. Sutton, A.s.A.A., F.C.W.A, 

London, W.1. 

[The extension to a wide new field of the existing 
qualification appears tantamount to the intro. 
duction of an additional qualification to the 
many already existing. We dissent from the 
suggestion that an Incorporated Accountant is 
not as well fitted to take an industrial post as to 
enter practice. We do not deny that further 
training is frequently desirable after an account. 
ant has entered industry, but this training must 
be of a practical kind, not academic, and should 
be related to the specific requirements of the 
industry in question. In our view it is not 
desirable to prolong examinations still further. — 
Editor, AccounTANcy. ] 


the ordinary commerce of the country. 
There could be no respectable company 
which could not, among its Board o 
directors, point to at least one accountant. 
He had, he confessed, sometimes wondered 
whether that was a good thing, or whether 
a close knowledge of arithmetic and utter 
respectability might have a somewhal 
sterilising effect. He was glad to think that 
he was wrong; that their qualities went 
beyond those dreary and dry subjects, and 
that they had vision and imagination, those 
two great qualities of which the profession 
of the law was always said to be so sadly 
in want. 

The function of the Society was to mait- 
tain—nay, constantly to raise—the standard 
of the profession as a whole, and he believed 
that it could never be put too high. It was 
the duty of professional men of all kinds— 
accountants, doctors, lawyers, civil servan's 
and all of them—to remember that in thi 
day and age they were the repository 
the qualities of true individualism, tt 
independence of the mind and of the 
spirit, and that they should be also the 
repository of learning and of scholarship 
because, after all, there was no highe 
integrity than the integrity of scholarship 

He was coupling with the toast the 
President of the parent Society, but he 
would like also to pay his respects to the 
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Chairman of the London and _ District 
society. He first met Sir Richard early in 
thelast war. He was then concerned in such 
{ntastic enterprises as controlling the price 
of babies’ underclothing, tin kettles and 
dectric torches. On one happy day Sir 
Richard Yeabsley came in to keep him 
sraight. Although he had enjoyed having 
his advice and collaboration with regard to 
many things since, over that matter there 
was no doubt at all that the country was 
very greatly indebted for the services of 
Sir Richard Yeabsley. 

By order of the Chairman, they would 
observe that Mr. Barrowcliff was arrayed 
in a rather more garish costume than the 
rest of the company. That was no doubt 
wut of respect for his high office, for the lily 
itself required no gilding, but it did occur 


to him also that perhaps it had something’ 


i do with cricket. | The President of the 
parent Society had been a great ornament 
of Durham cricket. Had he ever run a 
short run? He had, no doubt, kept a close 
watch upon the analyses, and made hell for 
the chaps in the scoring box. 

He wished to the parent Society and to 
all its issue every possible prosperity. 

Mr. C. Percy Barrowcliff, F.s.a.a. (Presi- 
dent of the Society of Incorporated 
Accountants), in response, said that they 
were much honoured by the presence of the 
Master of the Rolls, and they were grateful 
0 him for proposing the toast of the 
Society in much generous terms. 

He was delighted to dine with the London 
and District Society. London members 
daimed a very special distinction in the 
Society: they paid a higher annual sub- 
xription. As one of the poor provincial 
brethren, he was very pleased to salute his 
richer friends from London. It was also a 
great privilege to support his colleague, Sir 
Richard Yeabsley, and to bring to him and 
0 the Committee of the London and 
District Society the warm thanks of the 
Council for their work. 

Much was being heard from leading 
bankers, manufacturers and distributors on 
the serious effects of the present level of 
laxation. All these warnings appeared to 
fll on deaf ears; but if public opinion 
could be aroused, then the Government 
would be forced to do something about it. 
The Daily Telegraph was warmly to be 
congratulated on lending its powerful aid 
iM arousing public opinion to a realisation 
of where the policies at present being 
pursued would lead the country. That 
morning’s leading article was allied to a 
tmarkably informative article by J. C. 
Johnson on the crisis in savings. It was 
0 be hoped that every person who had the 
ue interests of the country at heart would 
tad and study those articles. By taxation 
demands businesses were being deprived of 
lunds required for maintenance, replace- 


ment and modernisation. It was becoming 
increasingly difficult to equip them ade- 
quately to keep, let alone extend, our hold 
on world.markets. The individual also was 
being deprived of a proper share of his 
earnings, as well as having his incentive to 
work undermined. The old habit of saving 
(one of the foundations on which our 
national greatness was built) had now 
disappeared because taxation appropriated 
the saving margin. This was not only a 
national tragedy but a great national loss. 

We were using up money like water. 
Last year’s Budget showed expenditure 
six times greater than in 1935-36, and the 
defence programme was not the only cause. 

It had been said that economies were not 
possible without a change of policy. If 
so, it was high time that the policy was 
amended before we drowned in the sea of 
extravagance. In this Coronation year 
(when there would be such an outpouring 
of love and devotion for our young and 
gracious Queen, whose only desire was to 
serve) there was a wonderful opportunity 
for the Government to lead the people back 
to the simple reality of living within their 
means. * 

Sir Richard Yeabsley, c.B.£., F.C.A., 
F.s.A.A. (Chairman of the London and 
District Society) proposed the toast of the 
guests. He welcomed particularly the 
Master of the Rolls, Sir Raymond Ever- 
shed; Lord Piercy, well known to them as 
the Chairman of the Industrial and Com- 
mercial Finance Corporation and as a 
Director of the Bank of England; Mr. 
Justice Upjohn, who .until his elevation to 
the Bench was an eminent Chancery 
lawyer and Deputy Chairman of the Board 
of Referees; Sir Edward Bridges, Permanent 
Secretary to the Treasury; Sir Arnold 
Plant, one of the leading economists of the 
day; Mr. J. Millard Tucker, whose name 
brought to their minds at once the many 
committees on various aspects of taxation 
on which he had served with such distinc- 
tion; Mr. Frank Bower, who by lectures and 
papers so often placed his knowledge and 
experience at the disposal of practitioners; 
Mr. Wilson, the President of the London 
and District Society of the Association of 
Certified and Corporate Accountants, and 
Mr. Rice, the Chairman of their own 
London Students’ Society; the Archdeacon 
of London; Mr. Charles Norton, the legal 
adviser to the Society; and last but by no 
means least, their President, Mr. C. Percy 
Barrowcliff. 

The Right Hon. Lord Piercy, c.B.£., in 
response, observed that accountants were 
the custodians and the indispensable guides 
and guardians of the business community 
in relation to the Companies Acts, the 


Income Tax Acts and a number of other’ 


matters, but the limits of the accountant’s 
technique should be recognised. They 


should not ask him questions to which he 
could not give the correct answers. He was 
thinking of subjects which had caused much 
agitation lately, such as the correct concept 
of profits in times of changing prices, how 
to put a correct valuation on the user costs 
of plant, the correct provisions to make for 
its replacement, and so forth. The account- 
ant was limited by his habitual practice of 
working to legal definitions and to current 
accounting conventions. He must be able 
to give a good close hand opinion upon 
some of these things, but the concepts which 
could analyse them and lead to a true 
opinion were not the concepts which lay 
at the basis of accounting techniques, As 
was pointed out by Mr. Barrowcliff, those 
were vital problems for the business com- 
munity. 

Having entered his caveat, he repeated 
that the accountancy profession was one of 
the most important in the country. It was 
vital that its educational standards should be 
maintained at the highest possible level. 
He felt great pleasure in being in the 
presence of members of the Society because 
he knew that those standards would 
prevail. 

Mr. J.. Millard Tucker, Q.c., also 
responded to the toast. He remarked that 
Incorporated Accountants’ Hall was a 
delightful place, and he and his fellow 
members of the Royal Commission had 
been sitting there for quite a long time. 
Indeed, he wondered how Incorporated 
Accountants could afford such a place. It 
was just dripping with opulence, and he 
felt that the Inland Revenue should look 
into it to see what they had been doing 
with their money. 


EVENTS OF THE MONTH 


March 2.—Luton: “Practical Auditing, in- 
cluding Verification of Assets,’’ by Mr. P. E. 
Harris, A.s.A.A. Students’ meeting. Town Hall, 
at 6.15 p.m. 
March 3.—Bournemouth: ‘“ Mercantile Law,” 
by Mr. O. Griffiths, m.a., tu.B. St. Peter’s 
(small) Hall, Hinton Road, at 6.30 p.m. 
Leeds: Mock members’ and creditors’ meeting 
in a voluntary liquidation. Hotel Metropole, 
King Street, at 6.15 p.m. 
London: Luncheon meeti “The Corona- 
tion,” by Dr. W. R. Matthews, Dean of St.. 
Paul’s. Incorporated Accountants’ Hall, at 
12.30 for 1 p.m. 
March 4.—Dublin: “Income Tax Repay- 
ment Claims,” by Mr. W. J. M on, 
A.s.A.A. Students’ meeting. Jury’s Hotel, 
“Mercantile Law,”’ by Mr. O. 


Dame Street, at 6.15 p.m. 

Southampton : 

Griffiths, M.A., LL.B. Polygon Hotel, at 6.30 p.m. 
March 5.—Cardiff; ‘*‘ Mechanised Accounting 
and the Auditor,”’ by Mr. V. S. Hockley, B.com., 
C.A., A.L.A.A. Students’ meeting. Temple of 
Peace and Health, at 6.45 p.m. 

Oxford: “ Profits Tax,” by Mr. H. Barrett, 
A.A.c.c.A. Students’ meeting. George Restaur- 
ant, George Street, at 6.30 p.m. 


103 


" - 
7 
| 
| 
1O main- 
tandard 
believed 
_ It was 
kinds— 
servants 
t in this 
itory of 
m, true 
of the 
also the 
olarship 
higher 
ylarship. 
pyr ee 
but he 
but Po 
| 


Portsmouth: ‘‘ Mercantile Law,” by Mr. O. 
Griffiths, M.A., LL.B. Central Library, Guild- 
hall Square, at 6.30 p.m. 


March 6.—Birmingham: ‘‘ Group Accounts,” 
by Mr. A. E. Langton, LL.B., F.C.A., F.S.A.A. 
Law Library, Temple Street, at 6.15 p.m. 
Gloucester: Open meeting and_ discussion. 
Wheatstone Hall, Brunswick Road, at 7 p.m. 
Manchester: “* Costing,” by Mr. S.C. Roberts, 
F.C.W.A., M.LLA. Students’ meeting. Incorpor- 
ated Accountants’ Hall, 90, Deansgate, at 6 p.m. 
Newcastle upon Tyne: “* Excess Profits Levy,’ by 
Mr. L. A. Hall, A.c.a., A.s.A.A. The Library, 
52, Grainger Street, at 6.15 p.m. 


Stoke-on-Trent: Dinner. North Staffs Hotel, at 
6.15 for 6.45 p.m. 
Waterford: ‘* Valuation of Shares,’ by Mr. 


F. N. Kelly, B.A., F.s.A.A. Students’ meeting. 
Offices of Messrs. W. A. Deevy & Co., at 8 p.m. 


March 9.—London: “ Excess Profits Levy.” 
Incorporated Accountants’ Hall, at 6 p.m. 
Sheffield: “* Nationalisation at Home and 
Abroad,”’ by Mr. J. Baker White. City (Memor- 
ial) Hall, at 6.30 p.m. 


March 10.—Chester: ‘‘ Back Duty,’ by Mr. 
A. M. Lerman, A.s.A.A. Bowling Green Hotel, 
Brook Street, at 7 p.m. 

Eastbourne: “‘ Future Relationships between 
Government and Industry,’”” by Mr. H. G. 
Hodder, Manager, Intelligence Department, 
National Provincial Bank. Town Hall, at 
7-45 p.m. ; ; 

Norwich: “‘ Insolvencies: Rights and Duties of 
Liquidators and Receivers,” by Mr. T. V. 
South, B.A., Barrister-at-Law. Royal Hotel, 
at 7 p.m. 


March 11.—Accrington: “‘Some Aspects of 
Company Law,”’ by Mr. J. Stewart Oakes, 
Barrister-at-Law. Conservative Club, 
at 7.30 p.m. 

Swansea: Joint meeting with the Inspector of 
Taxes’ Association. Mackworth Hotel, High 
Street, at 6.45 p.m. 

March 12.—Bradford: ‘ Consolidated 


Accounts,” by Mr. A. E. Langton, LL.s., 
F.C.A., F.S.A.A. Liberal Club, Bank Street, at 


6.15 p.m. 
Preston: ‘‘ Negotiable Instruments,” _ by 
Mr. Keith W. Dewhurst, Barrister-at-Law. 


The Preston and County Catholic Club, 
Winckley Square, at 7.30 p.m. 

Walsall: Discussion group. Chamber of Com- 
merce, at 7 p.m. 
March 13.—Birmingham: “* Schedule E Assess- 
ment and Collection of Taxes,’’ by Mr. E. L. 
Cowell, H.M. Inspector of Taxes. Law Library, 
Temple Street, at 6.15 p.m. 

Brighton: Dance, at the invitation of the Mayor 
of Brighton. Royal Pavilion, at 8 p.m. 

Bristol: ‘*‘ Audit of Machine Accounts,”’ by 
Mr. R. N. Barnett, F.s.a.a. Students’ meeting. 
The Royal Hotel, College Green, at 6.30 p.m. 
Manchester: ‘* Finance of International Trade,” 
by Mr. H. G. Hodder, Manager, Intelligence 
Department, National Provincial Bank, Ltd. 
Joint meeting. Incorporated Accountants’ Hall, 
go, Deansgate, at 6 p.m. 

March 16.—London: “ Practical Aspects of 
Saving Estate Duty,’ by Mr. Geoffrey Tribe, 
Barrister-at-Law. Incorporated Accountants’ 


Hall, at 6 p.m. 
March 17.—Belfast: “‘ Costing,” by Mr. W. W. 
Bigg, F.c.A., F.S.A.A. Students’ meeting. 13, 


Donegal Square West, at 7 p.m. 

Dudley: Discussion Group, “‘ Commercial Law.” 
Dudley and Staffordshire Technical College, 
The Broadway, at 7 p.m. 

Leeds: “‘ Group Accounts in Practice,’ by Mr. 
R. Glynne Williams, F.c.a., F.T.1.1. Hotel 
Metropole, King Street, at 6.15 p.m. 
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London: “An Accounting Progression.” In- 
augural lecture by Professor F. Sewell Bray, 
F.C.A.,_ F.S.A.A., Stamp-Martin Professor of 
Accounting. Incorporated Accountants’ Hall, 
at 5 p.m. 


March 18.—Bradford: Mock Income Tax 
Appeals. Liberal Club, Bank Street, at 6.15 p.m. 
Diblin: “* Valuation of Goodwill,’ by Mr. 
W. W. Bigg, F.c.A., F.s.A.A. Students’ meeting. 
Jury’s Hotel, Dame Street, at 6.15 p.m. 


March 19.—Bristol: ‘‘ Limited Company 
Audits,” by Mr. R. W. Moon, B.LITT., A.c.A. 
Students’ meeting. Royal Hotel, College Green, 
at 6.30 p.m. 

Cardiff: “* Receivers appointed by Debenture 
Holders,’”’ by Mr. J. S. Nixon, Lt.B. Students’ 
meeting. Temple of Peace and Health, at 
6.45 p.m. f ; 

Grimsby: “* Taxation—Partnerships,”’ by Mr. 
J. Reynolds, A.c.a., A.s.A.A. Chamber of Com- 
merce, 77, Victoria Street, at 7.30 p.m. 
Leicester: Dinner. Grand Hotel, at 6.45 p.m. 
Oxford: ‘* The Role of the Accountant in the 
Provision of Long-Term Finance,’ by Mr. 
A. R. English, a.c.a., Chief Accountant, 
Industrial and Commercial Finance Corpora- 
tion. Students’ a George Restaurant, 
George Street, at 6.30 p 

Waterford: “ Goodwill, ” 7% Mr. W. W. Bigg, 
F.C.A., F.S.A.A. Students’ meeting. Offices of 
Messrs. W. A. Deevy & Co., at 8 p.m. 


March 20.—Birmingham: “ Partnership and 
the Tax Inspeetor,’’ by Mr. Sidney I. Simon, 
Barrister-at-Law. Chamber of Commerce, at 


6.30 p.m 
Brighton: *“ Income Tax and Profits Tax,’’ by 
Mr. R. McNeil, F.c.a., A.s.A.A. Students’ 


meeting. Royal Pavilion, at 7 p.m. 

Hull: ‘ The Administration of English Law,”’ 
by Mr. Hugh K. Bevan, tu.B. Students’ meet- 
ing. Church Institute, Albion Street, at 
6.15 p.m. 

Leicester: “‘Income ‘Tax—Losses,”” by Mr. 
J. W. Walkden, a.c.a., A.s.A.A. Students’ meet- 
ing. Bell Hotel, Humberstone Gate, at 6 p.m. 
Manchester: ‘‘ Costing,’ by Mr. S. C. Roberts, 
F.C.W.A., M.LI.A. Intermediate and Final 
Students’ meeting. Incorporated Accountants’ 
Hall, 90, Deansgate, at 6 p.m. 


March 23.—London: “* The Theory of Costing,” 
by Mr. W. W. Bigg, F.c.A., F.s.A.A. Incorporated 
Accountants’ Hall, at 6 p.m. 


March 24.—Middlesbrough: “* Sale of Goods,” 
by Mr. R. D. Penfold, Barrister-at-Law. Café 
Royal, Linthorpe Road, at 6.30 p.m. 


March 25.—Hanley: Mock creditors’ meeting, 
arranged by Mr. A. V. Hussey, F.s.A.A. Town 
Hall, at 6.30 p.m. 


March 26.—Bradford: “ Insolvency,’’ by Mr. 
A. V. Hussey, F.s.A.A. Liberal Club, Bank 
Street, at 6.15 p.m. 

Cardiff: “‘ Executorship Law with special refer- 
ence to Apportionment,’”’ by Mr. T. W. South, 
Barrister-at-Law. Students’ meeting. Temple 
of Peace and Health, at 6.45 p.m. , 
Walsall: Discussion group. Chamber of Com- 
merce, at 7 p.m. 


March 27.—Birmingham: ‘‘ A Day in the life 
of a Bank Manager,’’ by Mr. T. E. Hurst, 
District Manager of Lloyds Bank, Ltd. Law 
Library, Temple Street, at 6.15 p.m. 

Bristol: “ Back Duty Investigation,” by Mr. 
J. W. Walkden, a.c.a., A.s.A.A. Students’ 
meeting. The Royal Hotel, College Green, 
at 6.30 p.m. 

Cardiff: Dinner. Park Hotel, at 6.45 p.m. 
Manchester: Mock Mecting, “ Insolvency.’’ 
Incorporated Accountants’ Hall, go, Deans- 
gate, at 6 p.m. 


March 28.—Luton: “ History and Machinery 
of Lloyds,” by Mr. A. C. Dabbs, F.s.A. Students 


meeting. George Hotel, at 10.30 a.m. It 
March 30.—London: “ The Presentation of HH % § 
Costing Information,” by Mr. C. E. Sutton, ij sud 
= A.A. Incorporated Accountants’ Hall, a fi Thai 
p.m. 
March 31.—Hull: Mock Administration of ay 
Estate. Students’ joint meeting. Church 
Institute, Albion Street, at 6.15 p.m. The 
April 7.—Bournemouth: “* Costing,” by Mr, Gold 
C. H. Durman. St. Peter’s (smali) Hall, He 
Hinton Road, at 6.30 p.m. Silve 
April 8.—Southampton: ‘ Costing,’’ by Mr, Gi 
C. H. Durman. Polygon Hotel, at 6.30 p.m, Hent 
April 9.—Portsmouth: “* Costing,” by Mr. x, 
C. H. Durman. Central Library, Guildhall E 
Square, at 6.30 p.m. Arthy 
April 10.—Belfast: “ Some Current Economic | © 
and Business Problems,”’ by Mr. A. R. Ilersic, MH Irish 
- B.COM., F.S.A. Students’ meeting. 13, Donegall MJ Ex 
Square West, at 7 p.m. W: 
Manchester: Dinner. Midland Hotel, aff... 
6.15 p.m. Irish 
me 
Hu 


COUNCIL MEETING 


JANUARY 22, 1953 


Present: Mr. C. Percy Barrowcur 
(President), in the chair, Mr. Bertram 
Nelson (Vice-President), Mr. John Ain. 
worth, Sir Frederick Alban, Mr. A. Stuart 
Allen, Mr. F. V. Arnold, Mr. Edward 
Baldry, Mr. R. Wilson Bartlett, Mr. Robert 
Bell, Mr. C. V. Best, Mr. H. J. Bicker, 
Professor F. Sewell Bray, Mr. Henry Brown, 
Mr. M. J. Faulks, Mr. C. A. G. Hewson, 


Mr. Hugh O. Johnson, Sir Thomas Kens, !!°: 
Mr. W. H. Marsden, Mr. A. E. Middleton, f°" 
Mr. T. H. Nicholson, Mr. F. A. Prior, Mis nel 


P. E. M. Ridgway, Mr. P. G. S. Ritchie, 
Mr. W. G. A. Russell, Mr. R. E. Starkie, 
Mr. Joseph Stephenson, Mr. Percy Toothill 
and Mr. Richard A. Witty. 


COUNCIL 

It was unanimously resolved that Mr. 
Barrowcliff and Mr. Nelson should be 
invited to accept nomination in May 1953, 
for re-election as President and Vice- 
President of the Society respectively. 

The resignation from membership of the 
Council of Mr. Henry Smith was received 
with regret. 

REPORTS OF COMMITTEES 

The Council received the minutes of recent 
meetings of the Finance and General Pur 
poses, Disciplinary, Development, District 
Societies, Taxation, Examination and Men- 
bership, Parliamentary and Application 


Committees, of the Board of Examiner, 
and of the Committees of the South African aie 

Branches. ba ~ 
m; 

EXAMINATION FEES Liverp 

The Council decided that the fees for admis His. | 

sion to the November 1953 and subsequent MM Percy | 

Final Examinations should be: Part |, Abrar 

£4 4s.; Part II, £4 4s.; Parts I and "Mj lvous, 
taken at one sitting, £7 7s. Janes, 
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LONDON HOUSE 
jt was decided to make a contribution of 
35 guineas to London House for overseas 
udents, established by the Lord Mayor’s 
Thanksgiving Fund. 


EXAMINATION PRIZES AND MEDALS 
The following awards were made: 
Gold Medal for 1952 to Joseph Askew 
Hedges, Canterbury; 
silver Medal for 1952 to Peter John 
Gibson, London; 
Henry Morgan Memorial Prize to Gordon 
Neville Gillingwater, Hull; 
Arthur E. Piggott (Manchester) Prize to 
Gordon Neville Gillingwater, Hull; 
jrsh Jubilee Prize for the 1952 Final 
Examinations to Anthony Francis Kelly, 
Waterford; 
lrish Jubilee Prize for the 1952 Inter- 
mediate Examinations to Michael 
Hughes, Dublin. 


MEMBERSHIP 
Applications for admission to membership 
the Society, for promotion to Fellowship, 
and for registration as members in retire- 
ment were approved, subject to payment 
of the- appropriate entrance fees and 
ubscriptions. 


RESIGNATIONS 


lt was reported that the resignations of the 
following members had been accepted: 
Bett, Thomas (Fellow), Newcastle upon 
Tyne; Berry, Edward (Associate), Stock- 
port; CHurcH, Frederick Ernest (Associ- 
ate), Newquay; Coxuins, Thomas Alfred 
Associate), Richmond; Grit, Llewellen 
James (Fellow), Beckenham; Harrison, 
George Percival (Associate), Redditch; 
Hircx, Donald Alfred (Associate), London; 
Huson, Arthur Vernon (Fellow), Napier, 
New Zealand; Macxritt, Albert Henry 
Associate), New Malden; Maw, William 
Reginald (Associate), Norwich; SHEPPARD, 
Albert Frederick (Associate), London; 
SuLTER, Peter Barnett Albert (Associate), 
britstown, South Africa; Tate, William 
Fellow), Garforth. 


DEATHS 
The Council received with regret a report 
of the death of each of the following 
members: AstTLE, George (Fellow), Leeds; 
Cooper, Alfred Ernest (Associate), Shrews- 
bury; Dare, William Leslie (Associate), 
brighton, Australia; DaAnrexs, Arthur 
Fellow), Portsmouth; Derunc, Martin 
Thomas (Associate), Slough; FARLey, 
Horace Edward (Associate), West Wick- 
tam; FRENCH, Robert Duncan (Fellow), 
liverpool; Grirrin, Frank William Bailey, 
8A. (Associate), Southampton; Hayes, 
Percy Rathbone (Fellow), Wrexham; Hinz, 
\bram Frederick (Associate), Herne Bay; 
cuts, Alexander (Fellow), Brisbane; 
janes, John Hedley (Associate), Maccles- 


field; Jounstrone, William (Fellow), 
Kidderminster; MaAcGreGor, David 
Sliman, c.B.z. (Fellow), Bridge of Allan; 
Paterson, Leonard Walter Claude (Fellow), 
Cardiff; Porpr, George Moore (Associate), 
Bristol; SAUNDERS, William (Fellow), 
Derby; Sry.es, Alfred William (Associate), 
London; Taytor, Arthur (Associate), 
London; Weir, Gerald Makepeace (Associ- 
ate), London. 


EXAMINATIONS, MAY 1953 


Tue Society’s EXAMINATIONS WILL BE HELD 
on the following dates: 

Preliminary: May 12 and 13, 1953. 

Intermediate: May 14 and 15, 1953. 

Final: Part I - May 12 and 13, 1953. 

Part II May 14 and 15, 1953. 

The centres will be Belfast, Birmingham, 
Cardiff, Dublin, Glasgow, Leeds, Liverpool, 
London, Manchester and Newcastle upon 
Tyne. 

Completed applications, together with all 
the relevant supporting documents and tlie 
fee (Final Part I £3 3s., Part II £3 3s.; 
Parts I and II together £5 5s.; Intermedi- 
ate £4 48.3; Preliminary £3 3s.), must 
reach the Secretary, Incorporated Accoun- 
tants’ Hall, Temple Place, Victoria Em- 
bankment, London, W.C.2, not later than 
Monday, March 16, 1953. 

Candidates are asked to obtain applica- 
tion forms from the Honorary Secretary of 
their Branch or District Society. 

It has been decided that, commencing 
with the May 1953 Examinations, the 
Preliminary Examination will be held on 
the Tuesday and Wednesday of the 
examination week and not on the Thursday 
and Friday as hitherto. 


DISTRICT SOCIETIES & BRANCHES 


IRISH BRANCH 
WATERFORD STUDENTS’ SOCIETY 


THE SECOND ANNUAL DINNER AND DANCE 
of the Waterford and District Incorporated 
Accountants’ Students’ Society was held 
at the Grand Hotel, Tramore, on February 
1. Some 104 members and guests attended. 
Mr. M. K. Brazil, A.s.a.a., President of the 
Students’ Society, presided. He proposed 
the toast of “ Ireland.” 


The toast of “* The Society of Incorpor- . 


ated Accountants and Auditors in Ireland 
and The Students’ Society ” was then pro- 
posed by the President. Mr. J. Love, 


F.S.A.A., Hon. Secretary of the Irish Branch 
replied. 

Mr. W. J. Lumley, A.s.a.a., Vice-Presi- 
dent of the Students’ Society, proposed the 
toast of “ Our Guests,” to which Mr. 


M. W. Keller, solicitor, responded. 


LEICESTERSHIRE AND 
NORTHAMPTONSHIRE 


THE NAME OF THE DISTRICT SOCIETY OF 
Leicester has been changed to the Leicester- 
shire and Northamptonshire District Society 
of Incorporated Accountants. 

Mr. C. R. Riddington, F.s.a.a., Leicester, 
remains Honorary Secretary of the District 
Society. Mr. H. Murray Lepper, r.s.a.a., 
15, Guildhall Road, Northampton, has been 
appointed Assistant Honorary Secretary. 


EXAMINATION FEES 


The Council announces that the fees 
payable for admission to the November 
1953 Final Examination, and subsequent 
examinations, will be: 
Part I 
PartII__... abi 
Parts land II taken together 
at one sitting... - 9 e@ 
The fees for the Preliminary and Inter- 
mediate Examinations remain unchanged. 


£4 4 0 
£4 4 0 


REGISTRATION OF BYE-LAW 
CANDIDATES 


As FROM JULY I, 1953, A CANDIDATE WHO 
decides to seek admission to the examina- 
tions under Bye-law 10 must make applica- 
tion to the Society for registration as a 
Bye-law candidate. An application for 
registration will not be accepted until the 
candidate has reached the age of 174 years 
and has passed or obtained exemption from 
the Preliminary Examination. 
Registration by itself will not give an 
automatic right of admission to the exami- 
nations, and a Bye-law candidate will not 
be permitted to sit for the examinations 
until he has completed the following periods 
of continuous and approved practical 
training since the date of registration: 


Intermediate 3 years 
Final: PartI ... 5 years 
Part II or Parts I and ll together Raa 


In the case of graduates of any of the 
recognised universities in the United King- 
dom of Great Britain and Northern Ireland, 
and in Eire, the Council may, at its discretion, 
reduce the training periods specified above 
by not more than two years. 

An application for registration as a Bye- 
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law candidate must be accompanied by a 
certificate of service from the employer 
stating the duration of the applicant’s 
service and the nature of his duties. 

Subsequent applications to sit for the 
Intermediate and Final Examinations must 
also be accompanied by certificates of service 
from the employer which should include the 
duration of service, nature of experience to 
date, and confirmation that the application 
has the employer’s support. 

A Bye-law candidate will be required to 
notify the Society of every change in 
employment during his qualifying service. 
Continuance of registration will be depen- 
dent upon the Council being satisfied that 
the candidate is receiving training in 
accordance with the requirements of the 
Society, and any candidate may apply to 
the Society in order to assure himself in 
advance that any proposed change in 
employment will not affect registration. 

Accountancy clerks who wish to proceed 
to the Society’s Examinations but who have 
not as yet either sat for or made application 
for exemption from the Preliminary Exami- 
nation are advised to do so before July 1, 
1953- Failure to do so will nullify any 
previous service in the profession for the 
purpose of calculating the six years’ service 
required under the Bye-laws. 


PERSONAL NOTES 


Mr. W. G. A. Russell, F.s.A.A., a member 
of the Council of the Society of Incorporated 
Accountants, has been appointed as a mem- 
ber of the Board of Referees. 

Messrs. Chantrey, Button & Co., London, 
W.C.2, announce that Mr. C. M. Powell, 
A.S.A.A., who has been a member of their 
staff for many years, has been taken into 
partnership. 

Messrs. J. W. Davidson, Cookson & Co., 
Chartered Accountants, Liverpool, have 
admitted into partnership Mr. J. A. Colvin, 
A.C.A., the son of their senior partner. 

Mr. John E. Coppock, Incorporated 
Accountant, Dumfries and Haltwhistle, 
has opened an office at 11, Devonshire 
Street, Carlisle. 

Messrs. J. H. Henderson & Co., Incor- 
porated Accountants, have admitted Mr. 
W. J. Soper, F.s.A.A., to partnership in the 
London practice, which is being continued 
under the style of Henderson & Co. 

Mr. Sidney Berman, A.s.A.A., has been 
appointed senior accountant to Costain 
(West Africa), Ltd., Lagos, Nigeria. 

Mr. R. L. Lloyd, Incorporated Account- 
ant, has started a practice in his own name 
at 138, Church Road, Penn Fields, Wolver- 
hampton. 


106 


Messrs. Mason & Co., Incorporated 
Accountants, London, E.5, have opened an 
additional office at 24, Buchanan Buildings, 
24, Holborn, E.C.1. 

Mr. J. W. Mee, F.s.A.A., has been 
appointed a Justice of the Peace for the 
City of Nottingham. 

Mr. C. S. Paylor, Incorporated Account- 
ant, has commenced public practice at 10, 
Coppice Way, Leeds, 8. 

Mr. Harry Copland, <.s.a.a., has com- 
menced practice as H. Copland & Co., 
Incorporated Accountants, at 166, St. 
Vincent Street, Glasgow, C.2. 

Mr. A. W. Charles, Incorporated 
Accountant, has entered into partnership 
with Mr. B. Levett, F.A.c.c.A., who pre- 
viously practised as B. Levett & Co., 
Certified Accountants. The new firm is 
practising as Levett, Charles & Co., at 
Barclays Bank Chambers, Lee Green, 
London, S.E.12, with a branch office at 
203A, Trafalgar Road, Greenwich, S.E.10. 
Mr. Charles is at present continuing his 
practice under the style of Charles & Co. 
at the latter address, but it will eventually 
be combined with the firm’s practice. 

Mr. K. C. Dawson, A.s.A.A., has been 
appointed secretary and chief accountant 
of Dar es Salaam and District Electric 
Supply Co., Ltd., Dar es Salaam, Tan- 
ganyika. 

Mr. J. R. Sadler, a.s.a.a., has been 
appointed Accountant, Central Board, 
Department of Agriculture, Mauritius. 

Mr. J. T. Lowe, F.s.A.A., and Mr. W. E. 
Whitwell, F.s.A.A., have amalgamated their 
practices. The combined practice is being 
carried on under the style of Lowe & 
Whitwell, Incorporated Accountants, at 
114, Stricklandgate, Kendal. 


REMOVALS 


Messrs. Mitchell, Rodrigues & Co., an- 
nounce that their address is now 226, 
Kenton Road, Kenton, Harrow, Middlesex. 

Messrs. J. R. Davison & Co., Incorpor- 
ated Accountants, advise that their address 
is now Lion Chambers, St. George’s Square, 
Huddersfield. 

Messrs. J. & A. W. Sully & Co. have 
removed their South Molton office to 
14, Broad Street. 


OBITUARY 


JAMES PATERSON 
Incorporated Accountants of all ages, par- 
ticularly those in Scotland, mourn the 
death on January 23 of Mr. James Pater- 
son, F.S.A.A., member of the Council of the 
Society and Secretary of the Scottish 
Branch. Although he had reached the age 
of go, he was in daily attendance at his 
firm’s office in Greenock until a week before 


his death. Probably he was the oldey 
practising accountant in Scotland to cop. 
tinue his professional activities. 

Mr. Paterson became a member in 188; 
of the Scottish Institute of Accountants, and 
in 1897 of the Society of Inco: porated 
Accountants. Two years later the two 
bodies amalgamated, the Scottish institute 
becoming the Scottish Branch of the Society, 
and from early 1906 Mr. Paterson became 
Branch Secretary and one of the Scottish 
representatives on the Society’s Council, 
These offices he retained until his death, 
with the help in recent years of his son and 
partner, Mr. James Hawthorne Paterson, 
F.S.A.A., Who was appointed Assistant 
Secretary. Throughout his career he had 
practised in Greenock and Glasgow and he 
was senior partner in Messrs. James and 
J. H. Paterson. 

In addition to his professional work, Mr. 
Paterson found time to serve for over 4 
years on the old Parochial Board and 
Greenock Parish Council. 

He gave valuable service to the Greenock 
Charitable Society and was a member of 
the Reformed Presbyterian Church, which 
has a long history springing from the 
Cameronians. 

Perhaps the part of his work which 
claimed Mr. Paterson’s highest interest was 
his continuous encouragement and personal 
interest in young men in Scotland who 
desired to qualify for the Society. It wasa 
source of great pleasure to him that after 
qualifying, many of them, including several 
who went overseas, were notably successful 
in their professional careers. 

Always a punctilious correspondent, Mr. 
Paterson presented a case with iucidity and 
strength; and if his intervention at Council 
meetings was comparatively infrequent, his 
point of view was always definite and often 
illuminated by unexpected flashes of 
humour. 

He was a ubiquitous traveller—frequently 
going to London, and to other parts of 
Scotland, and weekly to Rothesay: and 
there was a time when he said, rightly, that 
he had never missed a Council meeting in 
London. His vigilance in regard to the 
Society’s interests was exercised continv- 
ously, particularly in Parliamentary and 
Government matters relating to Scotland, 
with which the accountancy profession wa 
concerned. 

He delighted to extend hospitality to hi 
friends, and to them his personality expressed 
affection and indeed perpetuity. 

The funeral on January 26 was attended 
by Mr. P. G. S. Ritchie and Mr. A. 4 
Garrett, who represented the President ané 
Council of the Society of Incorporated 
Accountants, and by the staff of the firm: 
flowers were sent by the Society. He * 
survived by his son and two daughters 
one of whom is in Canada. 
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